





When a young girl goes to work, she is 
apt to look on her job pretty much as a 
fill-in between maturity and marriage. 

Whether in love or not, she’s confident 
that a handsome breadwinner will come 
along...to provide her with a nice com- 
bination of bliss and security. 

“So why,” she may ask, “should I save 
money out of what I make ?” 

There are a number of reasons why— 
all good ones. For example: 

(A) The right man might not happen 
along for some time. 

(B) He might not be able to provide 
her with quite all the little luxuries a 


AUTOMATIC SAVING IS SURE SAVING — U.S. SAVINGS BONDS 










TO YOUNG WORKING GIRLS — 
WHETHER IN LOVE OR NOT 


young married woman would like to have. 

(C) Having money of her own is a com- 
fort to any woman, no matter how success- 
fully she marries. 

So we urge all working girls—if you’re 
not buying U. S. Savings Bonds on a Pay- 
roll Plan, get started now. 

It’s an easy, painless, and automatic 
way to set aside money for the future. In 
ten years, you'll get back $4 for every $3 
you put in—and a welcome $4 you'll 
find it! 


Remember, girls— having money of your 
own may not make you more attractive, 
but it certainly won’t make you less! 


Contributed by this magazine in co-operation 
with the Magazine Publishers of America as a public service. 
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Nobody questions the value of 
timing to aerial acrobats. They 
measure safety in heartbeats. 


Of course, in investing, you 
don’t have to measure timing 
that closely — but it’s still vital! 

We've said again and again 
that when to buy is just as im- 
portant as what — and do all we 
can to answer both questions for 
any investor. 

Our Research Division gets out 
regular reports on hundreds of 
different companies, dozens of 
basic industries . . . and keeps 
them up to date, too. Seventeen 
industry specialists help see to 
that by maintaining close, per- 
sonal contact with the key figures 
in many companies, while im- 
portant, day-to-day changes are 
flashed to each of our 98 offices 
over 45,000 miles of private wire. 

If you’re wondering what’s 
ahead for a particular security 

. Want more than just a hind- 
sight report based on published 
statistics, why not ask Research 
for its opinion? 

There’s no charge whether 
you’re a customer or not. Just 
write — 


Department SF-70 


MERRILL LYNCH, 
PERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 


Brokers tn Securities and Commodities 
. 70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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STockholders 


800,000 


800,000 people own ‘the Bell Telephone Business 





One out of every 60 families in the United States shares in the ownership of the Bell System 





There are 800,000 stockholders of the American 
Telephone and Telegraph Company. Their savings have 
helped provide the telephone system that serves you. 


Most of them are small stockholders. 230,000 own 
five shares or less. The average holding is thirty shares. 
More than one-third have owned their shares for fifteen 
years or longer. 


No one—no individual, company or institution—owns 
as much as one-third of one per cent of A. T. & T. stock. 


The people who own the Bell System come from all 
walks of life throughout the cities, towns and country- 
side of America. One in every 60 families in the United 
States shares directly in this ownership. 
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Every time you use the telephone, the accumulated, 
small investments of these hundreds of thousands of 
people go to work for you. 


They have built the best.and most widespread system 
of communication in the world for you to use at low cost. 
It is from their savings, and the savings of many like 
them, that the money needed to improve and expand 
the service comes. 


A fair and regular return on the money these stock- 
holders have invested is an important factor in making 
possible the good telephone service you get today. 


BELL TELEPHONE SYSTEM 
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NO TRICK SOLUTION .. . President Truman in his 
recent speech on Britain in two ways has somewhat 
eared the air befogging the critical Washington 
talks on the British economic crisis. He may have 
given the British Labor Government a new lease of 
life when he emphasized that this country has no in- 
tention to tell Britain how to run her affairs. Here 
at home, his avowed opposition to any “trick solu- 
tion” of Britain’s deep-seated problems was doubt- 
less received with some relief. However it is safe to 
say that not all the fog has been dispelled. 

This particularly if Mr. Truman was referring to 
sterling devaluation, because one could hardly brush 
aside such a step as a trick solution. Sterling’s over- 
valuation is patent and attempts to dodge devalua- 
tion merely ignore the basic fact that de facto devalu- 
ation already exists. While official devaluation ad- 
mittedly can be no cure-all, it certainly would help 
remove some of the obstructions now hampering 
world trade. 

But those feeling a sense of relief over the presi- 
dential statement rather were thinking of tricks that 
might be urged or employed to wheedle the American 
public into further heavy sacrifices to support the 


E. A. Krauss, Managing Editor 





ARTHUR G. GAINES, Associate Editor 
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~- Industry 
Business 


The Trend of Events 


ing in and out of Washington that the British have 
not made the maximum effort to put their own eco- 
nomic house in order, that they have been leaning too 
heavily on the Ameriacn dole. Doubtless at the Wash- 
ington talks, this point should, and probably will, be 
made abundantly clear. Good will alone cannot solve 
Britain’s problems, even if spread real thick. 

What’s needed is a practical and realistic approach, 
based on realization of the fact that attempts to re- 
vive Britain with endless dollar grants and other 
costly concessions are hopeless so long as she has a 
socialistically planned economy, and so long as her 
efforts to help herself fall short of the maximum. After 
all, we cannot be expected to underwrite forever the 
mistakes and costly ambitions of the British Govern- 
ment. To do so would mean courting ultimate finan- 
cial ruin ourselves. There is a limit how far even a 
rich nation like this country can go. 

Mr. Bevin’s comment on President Truman’s Phil- 
adelphia address was that it showed “an understand- 
ing and determination to try and grapple with the 
great problem that has been left us as the result of 
the war.” For completeness he might have included 
the problems created by Britain’s own internal poli- 





shaky British economy. They 
like to think that the new con- 


cies. While we stand ready to 
cooperate with Britain in any 


versations for once may be ex- 
pected to become somewhat 
more practical than those held 
before. Whether such hopes 
are warranted remains to be 
seen. The fact remains that 
though the President stands 
opposed to any attempt at in- 
lerference in Britain’s internal 
affairs, there is a decided feel- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








practical program to resolve 
her difficulties, we have also a 
right to expect that Britain 
herself will do everything she 
can to that end. 

Great issues are at stake and 
must be settled, and the hope 
is that something constructive 
will come out of the confer- 
ence. But any proposal for new 
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financial relief, trom whichever side it may come, 
will undoubtedly have a hard road to travel consider- 
ing the present mood towards England both of Con- 
gress and an important segment of American public 
opinion. In the final analysis, the solution for Britain’s 
crisis must be found by the British themselves. One 
thing is certain: The American taxpayer is reaching 
the limit of his desire to make further grants and 
loans without assurance of greater results. 


STEEL WAGE NEGOTIATIONS .. . Industrial wages in 
the near future, and with them industrial production 
costs, are hanging upon the outcome of the “‘fact- 
finding” proceedings in the steel industry. So wide- 
spread is the expectation that it will set a national 
wage pattern, that many other unions are holding 
back their wage demands until they see what happens 
in steel. The Labor Department estimates that the 
wage question was left open for further negotiations 
in over a third of the labor agreements signed during 
the past three or four months in larger industries. 

This applies particularly to the automobile, farm 
equipment and electrical industries. John L. Lewis 
dallies mainly so that coal stocks are whittled down, 
thereby improving his bargaining position; but he is 
likewise anxious to learn what the steel board may 
think about the steel case since steel companies are 
the owners of most of the so-called “captive” mines. 

In the circumstances, the Board’s responsibility 
and its ultimate findings vastly transcend in impor- 
tance what it appears on the surface. The issue at 
stake is not only the level of steel wages, but how an 
increase in steel wages will affect wage negotiations 
in almost every other major industry. 

But there are other, more crucial aspects. Though 
many are convinced that any boost in steel wages at 
this particular time would be ill-advised, it is admit- 
tedly the steel workers’ right to fight for higher pay, 
and they should have it if they can convince manage- 
ment over the conference table that their arguments 
are valid. That, after all, is the true meaning of col- 
lective bargaining. 

But we now witness the spectacle of one of the 
strongest unions, whose members self-admittedly are 
among the best paid workers of the country, request- 
ing Government intervention the moment its de- 
mands are not granted by management. That is not 
collective bargaining. Rather it must be viewed as an 
attempt to use political pressure instead of economic 
reasoning. 

If wage decisions based on such “fact-finding” be- 
come general, it looks pretty much that collective bar- 
gaining is finished. Its supersession by Government 
sponsored and Government influenced “fact-finding” 
boards would certainly mark an industrial revolu- 
tion of no small significance. It may mean that wages 
henceforth wil be fixed by Government, and once Gov- 
ernment determines wages, hours, working condi- 
tions, etc., it really determines prices as well. That of 
course would mean the beginning of a brand new 
social order, one entirely different from that which 
has so greatly contributed to our growth. 


THE DRIVE ON THE TARIFF... . Current attacks on the 
American Tariff appear part of the strategy devised 
abroad to put this country on the defensive in current 
and future talks on the economic recovery of Europe. 
The assault by now has become a quadruple one. One 


. nearly fifteen years now, American tariffs have beer 


drive is made from Paris where European economij 
experts study ways and means to promote interna} 
tional trade with a special eye on the rich America}. 
market. Another is directed from Strasbourg wher 
the economic committee of the European Consultatiy; 
Assembly is calling for lower U.S.A. tariffs to heh 
Europe unite its economies and avoid disaster. 

Another drive has come from London becaus 
British Government leaders apparently have con. 
vinced themselves that only by shipping us mor 
goods can Britain and her socialistic experiment bk 
saved from calamity. And the fourth attack will com 
in Congress when renewal of the Trade Agreement; 
Act comes up for debate in the Senate. 

Ever since that Act has been on the statute books, 


cut deeply as reciprocal trade agreements were nego. 
tiated with numerous foreign countries, and tariff; 
were slashed again, at the Geneva tariff conference 
in 1947. Altogether, many of the original rates of 193; 
have been cut 75%, many others have been halved. In 
the current drive, efforts doubtless will be made t 
convince the American public that our tariffs are stil] 
high enough to shut out foreign goods, to the detri- 
ment of European recovery and achievement of more 
balance trade conditions. 

Any such charge of course is false, and if made, 
should be exposed as such. On whatever basis furthe 
aid is extended to Europe, it should not be by spreat- 
ing the myth that our tariff is excessively high. It once 
was but it no longer is. In fact in some categories, 
nothing like adequate protection is left though in 
others doubtless there is still leeway for revisions. A 
realistic tariff policy is desirable and necessary, par- 
ticularly under today’s conditions and where tariffs 
can be cut—without damaging our own industries— 
to facilitate imports, it should be done by all means. 
But a broad general assault on the American tariff, 
on the charge that it is too high, is hardly warranted. 


THE MIDWEST STOCK EXCHANGE... Formation of 
new Midwest Stock Exchange, which will merge the 
activities of a group of regional exchanges in one 
unit effective September 15, is expected to produce 
notable benefits for investors, corporations and secur- 
ity dealers. The merger has been come about through 
fundamental realization that sufficient potential list- 
ing material appears available among Midwest cor- 
porations to build and support the consolidated mar- 
ket place. The problem thus far has been that no re- 
gional exchange could develop an adequate overall flow 
of orders to make a consistent and reasonable market 
possible in dually listed issues. By centralization of 
orders on the new Exchange, this problem is expected 
to be solved. 

To the investor, the new Midwest Stock Exchange 
will probably mean an improved market for his secur- 
ity holdings in middle western corporations, thus 
make for greater liquidity of his investment. For mid- 
dle western corporations which list their securities on 
the new Exchange, there is promise of a broader in- 
terest in their securities. To broker members of the 
present regional exchanges, the new organization will 
mean that they have an opportunity to earn full com- 
missions on a greater number of listed securities. 

Thus creation of the consolidated market should 
prove beneficial all around. It is our hope that this 
expectation will be amply fulfilled. 
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As g Seo GE a BY ROBERT GUISE 
THE TITO-STALIN FEUD 

i cold war between Tito and Stalin un- From the communist standpoint, Moscow’s alarm 
doubtedly has reached a serious point. Just what is understandable, yet it: is questionable whether 
can be expected to happen is anybody’s guess but the Kremlin is willing to go to war at this time. The 
the atmosphere of tension is mounting, latterly risks of invasion would be great. It would embitter 
heightened by reports of. Soviet troop deployments the Yugoslavs for years, making it much harder to 
near the Yugoslav frontier in Hungary. Neverthe- get them back into the Moscow fold. It would doubt- 
less, at this stage, the State Department and other less stir up nationalistic opposition in other satel- 
observers are inclined lite states. Most seri- 
to regard such moves TWO PIED PIPERS? ‘“‘THAT WILL NEVER DO”’ ous of all, it could 
as part of a Soviet war blow up into World 
of nerves rather than War 3, a possibility 
preparation for an for which the Soviets 
armed invasion of are hardly ready. 
Tito’s domain. Some of Thus far the Krem- 
the troop movements lin has been satisfied 
appear to be taking with trying less dan- 
place with a sort of gerous methods — 
calculated publicity nerve war, ‘economic 
since there have been squeeze, sabotage and 
no efforts to conceal attempts to have Tito 
them. Obviously Mos- assassinated or a rebel- 
cow desires their pres- lion started against 
ence to be known — him in hisown country. 
above all to the Yugo- The latter appears 
slav Government. Co- back of Russia’s latest 
inciding with these maneuvers. None of 
deliberately menacing these measures has 
gestures was a curious succeeded though the 
meeting of the Comin- economic squeeze has 
form leadership at 8 hurt considerably, 
Sofia; no effort was Wt forcing Tito to look to 
made that it should ae the West for economic 
remain clandestine. help. 

Still the situation The danger is that in 
can hardly be re- the absence of suc- 
garded lightly from cess, stronger meas- 
the standpoint of ures may follow. Tito’s 
world peace; nor is it cardinal sin has been 
viewed so by the west- to insist on running 
ern nations who are Dowling in the N. Y. Herald Tribune Yugoslavia as he saw 
keeping their ears best, as an independent 
close to the ground. There is no disputing the fact nation rather than a Soviet colony. In so doing, he 
that as a result of the Tito-Stalin feud, Russia’s has come to threaten Stalin’s position as unquestioned 
hold on Eastern Europe is in danger, something leader of the communist party, and Stalin can hard- 
which the Soviets can hardly view with compla- ly afford to let him get away with it. 
cency. It has long ceased to be a communist family What if the Soviets should decide on invasion? The 
row. fear then is that a war between Yugoslavia and Rus- 

Tito by his intransigeance has managed to put a_ sia could hardly fail to explode the whole of Eastern 
severe crimp in Soviet expansion plans. Not only Europe. Conceivably, this country could stay out of 
has Yugoslavia slipped from the Soviet grip but the anew Balkan war, but a far more acute question is: 
Soviet project in Greece, because of Tito’s actions, How quickly would we be drawn in, in view of our 
is now close to complete failure, with Albania iso- policy of containing communism? We have made it 
lated. Soviet visions of a solid Balkan flank and of abundantly clear that this policy is not limited to 
access to the Mediterranean have received a severe peaceful containment. Already we and the West are 
setback. The Kremlin’s problem now is how to get helping Tito because he is resisting Russia. With Rus- 
rid of Tito, by one means or another, without losing sia declared as aggressor, what about action by the 
any more ground. United Nations? Presum- (Please turn to page 612) 
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4. Forces Determining Next Market Move} 


The summer rally appears to have come to a halt and a corrective phase seems to be 


in the making. With a showdown ahead on important September uncertainties we con- 
sider further upside progress unlikely at this juncture, and the showdowns may well 
provide more bearish than bullish ammunition. We therefore maintain our cautious 


policy as previously outlined. 


By A. T. MILLER 


iy action of the stock market over the past 
fortnight has furnished increasing evidence that it 
has gone about as far as it likely will for the time 
being in discounting near term business prospects. 
One reason probably is that the outlook, even for the 
shorter range, is becoming increasingly opaque. But 
there are also valid technical factors why there 
should be a breathing spell in the upswing, if not a 
good sized correction. Either has been long overdue 
after the market’s steady rise from the June lows. 
In spite of this, price correction to date has re- 
mained negligible. There have been two rather sharp 
sell-offs with the last one carrying the daily average 
to about four points under the latest rally high. in 
the intervals, trading was sluggish but usually pro- 
duced small recoveries. If this pattern continues, the 
correction—if that is what we are now having—is 
more likely to follow a sidewise course than take the 
form of a partial retracement of the latest upswing, 


at least until more decisive market factors come into 
play. 

However it is too early to have any firm opinion 
in this respect. The corrective phase as yet is merely 
in the making; perhaps it might be more accurate to 
call it a waiting phase that may or may not be super- 
seded by more decisive correction. September tradi- 
tionally is not a happy month for those favoring the 
bull side, particularly if there has preceded a note- 
worthy summer rally. This year September is also a 
critical month from a news standpoint. Answers to 
some of the most important foreign and domestic 
problems currently burdening the market sentiment 
are expected to come along during the month and this 
naturally is making for considerable caution. 


Major Forces Determining the Outlook 


On the domestic front, the market is awaiting the 
outcome of the steel wage dispute as 
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MEASURING MARKET SUPPORT 
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well as further evidence in business as 
to the extent of the improvement trend 
that has recently set in. In the foreign 
field, the market is preoccupied with 
the British economic discussions in 
Washington and the danger potentials 
of the rift between Tito and the Krem- 
lin. It is these factors, primarily, that 
will determine the next major market 
move. 

The steel wage outcome probably will 
be felt most quickly since a decision is 
likely no more than about two weeks 
off. The feeling is that the Steel Board 
will recommend at least a small wage 
boost, and if generally accepted, it will 
set the pattern for similar hikes in other 
industries creating new cost-price prob- 
lems. If it is opposed, some costly 
strikes may ensue. A short steel strike 
probably wouldn’t hurt much, but a 
long one would choke the purchasing 
power of millions of workers and could 
mean a quick and premature end to the 
business rebound, and quite possibly a 
deepening of the recession trend. There 
are those who regard higher wages and 
80 prices, if that should come to pass, as 
2 portending a turn from deflation to in- 
flation but the present economic 
weather hardly favors such a reversal. 
Higher prices in our view would favor 


THE MAGAZINE OF WALL STREET 








A 


cern 
thus 
whil 
ingt 
thar 
grat 
com 
ther 
cur! 
wor 





SEP 






IVE 


Ne into 


pinion 
merely 
rate to 
super- 
- tradi- 
ng’ the 
1 note- 
also a 
ers to 
mestic 
‘iment 
id this 


12° the 
ite as 
SS as 
trend 
reign 
with 
iS in 
1tials 
rem- 
that 
irket 


will 
on. 1s 
eeks 
oard 
vage 
will 
ther 
rob- 
stly 
rike 
ta 
sing 
yuld 
the 
ya 
ere 
ind 
as 
in- 
nic 
sal. 
yor 


ET 





deflation and recession be- 


cause they were bound to in- YEARLY RANGE 
1940 - 4 








tensify buying reluctance of 





‘ 100 HIGH |100 Low] Mw. 
consumers. . PRICED |PRICED 1320 stocks 
The steel wage question STocKs | Stocys 





' of course closely ties into the 





Fgeneral uncertainty over 
‘nearer term business pros- 
' pects. The stock market has 
already discounted a consid- 
erable measure of improve- 
ment in industrial activity 











with the persistent 20-point 
rise in the past two months, 


eet 





hi 
rhe 








which alone is apt to narrow 
nearby upside potentials. It 
now wants to know how far 
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ry and how long it may last. 
whether we are witnessing 
merely a seasonal snapback 
or something more solid or 
permanent. 

There are some hopeful 
signs, and even more hope- 
ful talk, but looming large 
are two major uncertainties 
— steel and automobiles. 
We already discussed the 
former. As to the auto 1n- 
dustry, output is due to 
taper off somewhat in the 
fourth quarter, strikes or no 
strikes. Since this single in- 
dustry is sustaining a siz- 
able segment of demand for 
such products as paint, rub- 
ber, glass, lead, textiles and 
above all steel, the question 
how deep automotive cut- 
backs will be and how long 
they will last is a vital one. 
The answer may come in a 
few weeks ; in the meantime 
it is difficult to envision 
more than routine markets. 
Back of the business uncertainty is the feeling that 
the current improvement has no deep significance but 
is merely seasonal, and that economic readjustmtnt 
will continue after seasonal forces are spent — in 
other words that a change of the general trend is not 
yet in sight. Industrial production in July dropped 
to 162% of the 1935-39 average from 169 in June. 
A partial recovery is indicated for August; Septem- 
ber and October will have to prove whether it is more 
than a flash in the pan. 
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Foreign Problems 


As far as the British economic problem is con- 
cerned, knowledge of final results may take some time, 
thus the matter may hang over the market for a 
while. There are indications that the talks in Wash- 
ington will be on a more practical and realistic plane 
than on previous occasions which is something to be 
grateful for. Impacts on our domestic economy could 
come mainly from four directions: (1) Through fur- 
ther drains on the American taxpayer; (2) through 
currency devaluations with resultant upsets in the 
world commodity markets; (3) through declining ex- 
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ports to the sterling areas; and (4) through tariff 
concessions that may hurt certain domestic indus- 
tries. It is futile to speculate on just what will be done 
and how we may be affected; the market will have to 
bear the impacts as they come to light. In one respect 
it seems to have already made up its mind: a hike in 
the gold price is no longer held probable following 
Secretary Snyder’s recent emphatic denial which, in- 
cidentally, took some of the pep out of that day’s rally- 
ing tendency. 


While the market seems to have accustomed itself 
to the cold war betwen East and West, intensification 
of the Tito-Stalin squabble has not added to its seren- 
ity. Though few fear an immediate outbreak of hos- 
tilities, the market is mindful of the tinderbox quality 
of such situations. Russian stepping up of the nerve 
war against Tito has helped to keep sentiment sub- 
dued though it could hardly be called a major factor. 
But doubtless the market would feel better if the mat- 
ter were settled peaceably, preferably by Soviet ac- 
ceptance of Tito’s defiance. It’s probably too much to 
hope for, thus occasional jitters must be expected. 

From the standpoint of logic and in view of the 
market’s good technical (Please turn to page 612) 
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By E. A. KRAUSS 


Ee nit breaks in the recession clouds, result- 
ing in firmer stock prices and a general improve- 
ment in business sentiment, are posing the immedi- 
ate question: How much of an upturn, and how 
long will it last? Are we beginning to emerge out 
of the readjustment woods, or is the rebound merely 
seasonal and temporary, and unlikely to carry over 
into the next year? 

We are citing these questions not because we can 
offer pat answers but because they are on every- 
body’s mind. What we can do, however, is to analyze 
the various factors that may furnish clues to what’s 
ahead. It must be recognized at the outset that de- 
spite numerous fair weather signs, it is too early to 
be certain just how long fairer weather will con- 
tinue. The safest attitude is not to expect too much 

‘lest there will be disappointment later. 

A good many people apparently have convinced 
themselves that the postwar recession may be over. 
We doubt it. Important tests still lie ahead and 
pending their outcome, we find it difficult to become 
over-optimistic. 

Doubtless business has been, and still is improv- 
ing. So has business sentiment, as a result of it. Yet 
the new tinge of optimism has hardly reached the 
stage of a rosy glow. Caution still colors most busi- 
ness decisions, and business buying remains pretty 
much on a hand-to-mouth basis despite the urgent 
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need in some lines for replenish- 
ment of working inventories, 
There are signs that the worst 
of the 1949 slump may be over; 
yet the time for a lasting re. 
versal of the general trend is 
probably not yet. Even when it 
comes to short range predic- 
tions, beyond the third quarter, 
forecasters wrinkle their brows. 
Administration advisers spread 
public cheer because seasonal 
pickups make business appear 
better, but privately they worry 
over contradictory trend indica- 
tions. Nowhere as yet is there 
any firm conviction about the 
trend of business during the re- 
mainder of the year. 

The third quarter outlook is fairly well clarified; 
it will be colored by the seasonal pickup that has 
been going on for some time. Fourth quarter pros- 
pects are less clear. The heavy industries still have 
some shakedowns ahead. Surely price correction is 
not yet completed in various areas and retail prices 
particularly must reflect more fully the declines in 
basic materials prices and other costs. Besides op- 
timistic estimates about the extent of capital ex- 
penditures must still be borne out. 

Much has been made of the recent pickup in new 
business orders though the aggregate flow of new 
orders has remained low in relation to both output 
and final consumption. Inventories have been re- 
duced quite sharply and consistently, and produc- 
tion in many lines trimmed to demand, even below 
demand. Such actions are bound to hasten recovery 
trends if demand holds up. But will it? 


Decline Has Not Been Cumulative 


Back of prevailing cautious optimism is recogni- 
tion of the fact that the business decline has not 
been “cumulative.” Personal incomes have been rela- 
tively constant while the flow of goods and services 
to consumers has shown a good degree of stability, 
if not in dollar volume, then in unit sales. Indeed 
when price changes are taken into account, it is 
apparent that there has been no significant change 
in the overall physical volume of goods sold at re- 
tail, compared with a year ago, but there have been 
marked shifts in consumer emphasis. High food 
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tributed to this constancy. Should the latter falter 
this autumn, as they well may for purely seasonal 
reasons, overall retail figures could show a sharp 
decline. There is some fear that should buying re- 
main slow during the fall months, it will lead to 
more factory cutbacks around the year-end. This 
would mean a sag in purchasing power, mounting 
unemployment, and still smaller sales. 


July—Bottom of Industrial Production 


July is expected to have witnessed at least a tem- 
porary bottom in the decline of industrial produc- 
tion, at 162% of the 1935-39 average in terms of 
the Federal Reserve Board Index. The Board re- 
ports a pickup in August after a drop for eight 
straight months, possibly back to the 169% figure 
reported for June. Some rebound undoubtedly will 
occur for the July drop was heavily influenced by 
seasonal factors such as plant shut-downs for vaca- 
tions. However, some major business indicators still 
have to confirm a sizable upturn. Car loadings con- 
tinue to run substantially below a year ago. Retail 
sales around mid-August were sharply lower, 
though improving somewhat thereafter. These 
things of course can be explained away. Extreme 
declines in store sales coincided with the peak of 
the heat wave; and the business pickup still is 
largely in the new order stage and has yet to find 
expression in freight loadings. But it will be more 
reassuring if these barometers also begin to 
point up. 

Business loans have been up for the third time 
in four weeks, for an aggregate gain of $113 million 
above the low point reached on August 3. Though 
quite moderate, the uptrend is encouraging — re- 
flecting primarily seasonal inventory replenishment 
— but needs further and more substantial confirma- 
tion. Overall business loans are still some $1,933 
million below a year ago. 

Construction has been doing its part in sustain- 
ing business though public construction has super- 
seded home building as the biggest single factor. 
True, the latter too has done better than expected 
and recent contract awards indicate that construc- 
tion activity may expand moderately in the near 
future. But a seasonal falling off later in the year 
is a foregone conclusion. 

Slowly rising steel output appears to point to a 
moderate business upswing for the rest of the year 
but it is difficult to say how much of incoming steel 
orders are to cover current needs, how much is 
merely precautionary in fear of a possible steel 
strike. The latter is particularly true of automobile 
industry orders but some improvement of genuine 
demand has come from makers of stoves, refrigera- 
tors and other consumer durable goods which re- 
cently stepped up production to meet revived de- 
mand for their products. Still, steel demand by the 
automobile industry is determined by demand and 
production of cars, and both are expected to slacken 
in the months ahead. Hence the recent spurt in steel 
activity may be no more than temporary. 

_Thus the outlook picture remains full of contra- 
dictory indications. There are impressive elements 
of strength pointing to the likelihood that read- 
justment may not be too far from its low point: 
Buying power remains relatively high; new orders 
and production are rebounding in various lines; 
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sales and mounting automobile sales have greatly con- 
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construction is doing better than expected; retai) 
sales, in terms of unit volume, is being maintained 
at a satisfactory level; and Government spending is 
headed for an increase. 


20 



















ee eee we: 







25 








320 COMBINED AV, 
100 HIGH —— 
100 LOW 
AGRICULT. tmpL—— 
AIRCRAFT 
AiR LinEs ————— 
AMUSEMERT 
AUTO AccESs——— 
AvTOMOBILES —_—— 
BAKING 
BUSINESS MACHINES — 
BUS LINES 
CHEMICALS 
COAL MINING 
commuNicaTION —— 
CONSTRUCTION 
CONTAINERS 
COPPER & BRASS —— 
DAIRY PAODS. 
DEPARTMENT STORES— 
DRUGS & TOILETRIES—~ 
FINANCE COS. 
FOOD BRANOS ——— 
F008 STORES 
PURNITURE 
GOLD miminG 
INVEST, TRUSTS ——- 
LIQUOR 
MACHINERY 
MAIL ORDER 
WEAT PACKING 
NON-FERROUS METALS- 
PAPER 
PETROLEUM 
PUBLIC UTILITIES — 
RADIO 
AAIL EQuiP. 
RAILACAGS ————— 
REALTY. 

SMPBUILDING ———- 
SOFT BRINKS 
STEEL & IRON 
SUGAR 
SULPHUR 
TEXTILES 
TIRES & RUBBER —— 
ToBacco 

VARIETY STORES —— 
UNCLASSIFIED 



































































































































a. 0 


5 


10 


20 


2s 






569 













But there are also weak spots, most important of 
which is the declining trend of capital expenditures 
by industry. Industry seems to be in the throes of 
an “economy wave” which according to current 
estimates threatens a 15% to 20% drop in business 
spending. If so, this would put a serious crimp in 
the business rebound; it might reverse it in short 
order. One of the reasons given is a growing feeling 
that further price reductions loom ahead; addition- 
ally there have been considerable delays in the 
placement of defense orders. “ 

Moreover, inventory buying remains extremely 
cautious and inventory liquidation doubtless is far 
from completed in many lines. Retail trade, as men- 
tioned before, may be in for a drop once automobile 
buying slackens; the latter in itself may have far- 
reaching repercussions. And finally, our export 
trade appears due for at least a moderate decline 
during the balance of the year unless the problem 
of the worldwide “dollar shortage” is conquered 
forthwith, an unlikely prospect. 




























































Difficult to Strike Balance 


Admittedly it is difficult to strike a balance be- 

tween these various elements of strength and weak- 

| ness in the nearby business picture. But to clarify 

the outlook, it will help to realize that the recession 

has been primarily an “inventory recession,” that 

is, the decline was due chiefly to business decisions 

to quit building up inventories and start cutting 

them. In other fields of activity, outlays have been 

holding up rather well though some of these may 
now begin to waver. 

There are some signs that the rate of inventory 
liquidation is reaching its peak. Efforts to liquidate 
are continuing, however, and seem likely to con- 
tinue for several months. Whether revival of inven- 
tory buying in lines where liquidation was excessive, 
such as in non-ferrous metals, textiles, etc. will off- 
set further declines in others where liquidation is 
still increasing is one of the cardinal question marks 
in the nearby outlook. As it is, we may bump along 
near the lows for a while though there appears 
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little in the picture to drive activity much lower 
But a sustained rebound is another question at thi 
juncture. 


And an important reason is doubt about the trenjj 
of business spending, whether the current rate off 
expenditures will continue (the subject is being dis. 
cussed elsewhere in this issue) or whether thumb 
must be turned down because prospective consume} 
demand will not take care of the improved output) 
This brings us back to the question of consume} 


demand, the backbone of the economy. 

As already stated, consumer demand has bee 
holding up fairly well, but to generate a sizabk 
business recovery, it must expand further. It must 
gain sufficiently to bridge the gap left by the end 
of pipeline filling charactertistic of the immediat 
postwar years, and by the return to more normal 
inventory policies. 

When it comes to expansion of consumer demand, 
the small adjustment in living costs which thus far 
occurred (they are down only about 3% from the 
peak), is one of the big reasons why it is argued 
that the readjustment in trade and industry has 
longer to run. The sharp price declines in raw ma- 
terials must be reflected more closely in prices of 
consumer goods. 

Thus in looking ahead, we come to the conclusion 
that there is little that appears big enough to tum 
the general trend to the upward side except further 
price adjustments, and we might add, tax reduction 
also, since any reframing of the tax structure will 
not only tend to stimulate productive enterprise and 
lower costs, but increase demand as well. Recogni- 
tion of this fact is finding reflection, at long last, in 
recent official statements — even in Administration 
quarters — pointing to a more pliable attitude 
towards tax policy. If translated into constructive 
action, it is by far the best bet for keeping the read- 
justment from becoming a depression. 


Picture of Oversupply Remains 


If doubts persist that the recession has passed its 
low, what then about fourth quarter prospects? The 
basic observation at this time is that there are no 
signs of an early end of the present picture of over- 
supply, or potential oversupply which currently 
dominates most industrial fields. We may be close 
to the bottom in the business decline, but rebounds 
now occuring in some areas only mean that busi- 
ness as a whole is levelling out. In our estimation, it 
is premature to anticipate a marked bouncing back 
towards previous peak levels. Rather, we expect a 
bumping along around the lows currently seen, in 
terms of aggregate economic activity, but with 
highly divergent trends in individual fields. This 
doesn’t preclude a slight gain in early fall, but a 
subsequent settling back appears likely in our 
opinion. 

It is interesting, in this respect, to look at the 
recent action of the stock and commodity markets. 
The upswing in stock prices, discounting the cur- 
rent seasonal business rebound, has come to a halt 
and moderately reversed itself. The upswing coin- 
cided with a perking up in a number of raw ma- 
terials markets in June and July. But the rally 
stalled when it became apparent that commodity 
markets refused to continue their recent advance 
and that the general level of whole sale prices re- 
fused to budge from its (Please turn to page 606) 





THE MAGAZINE OF WALL STREET 


\ 


( 


5 


a 


1 lower 


1 at this 


e tren{ 
rate off 
Ing dis} 
thumb} 
nsumer) 
output 
nsumer 


is been 
sizable 
It must 
che end 
nediate 
normal 


emand, 
1us far 
om the 
argued 
ry has 
LW ma- 
ices of 


clusion 
O turn 
‘urther 
luction 
re will 
Se and 
COgni- 
ast, in 
ration 
ttitude 
‘uctive 
» read- 


sed its 
;? The 
ire no 
Over: 
rently 
close 
ounds 
busi- 
ion, it 
- back 
ect a 
on, in 
with 
This 
but a 
our 


t the 
rkets. 
cur- 
_ halt 
coin- 
| ma- 
rally 
odity 
ance 


Ss re- 
606) 








Readjustment Needed 
IN OUR 


PRICE STRUCTURE 


By WARD GATES 


I, has often been stated that the best prices 
are those that enable the largest volume of goods to 
be produced and sold. And since wages are indis- 
solubly linked with prices, the corollary is that the 
best wage rates are the highest rates under which 
full employment is possible. 

This time-tested axiom is currently again put to 
a test as it has frequently been in the past but the 
outcome is a foregone conclusion. As it is, wage 
rates in some lines are again being forced above the 
optimum levels and this is why we have to cope 
with consumer resistance, lagging production and 
unemployment. It shows that it hardly pays to fly 
in the face of economic fundamentals, in whatever 
name or under whatever guise. 

Those who undertake it in the name of “raising 
purchasing power” merely fool themselves. The cur- 
rent recession and unemployment are danger signals 
that prices must be adjusted further downwards if 
full economic activity is to be preserved. It definitely 
offers no encouragement to any policy that aims at 
still higher wages, and therefore higher prices. 
While there is evidence that buyers are plentiful if 
prices are right, we also know that buyers promptly 
withdraw from the market when their sense of value 
is outraged, when they feel that prices are excessive. 
Consumers have again become the final bosses hold- 
ing the key to the level of business activity. With 
restoration of their ability to defer purchases when- 
ever they see fit, they make the markets. 
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Though price adjustment has been going on 
for some time, the need for lower prices re- 
mains, and this is daily becoming more ap- 
parent. It is a need that existed right along 
but one that seems ever more imperative now 
if we are to enjoy a continued high level of 
business activity. There is no disputing the fact 
that in the final analysis, the level of consump- 
tion—the speed with which goods move into 
consumption—determines the level of produc- 
tion. The postwar inventory boom has greatly 
tended to obscure this. With everybody stock- 
ing up on goods, production could roll along at a 
high rate though only part of output went into con- 
sumptive channels. Hence boom and shortages. 

Today the picture is greatly changed. Production, 
while lower, is still high by any previous standards 
but it is getting increasingly harder to move it. 
Pipelines have been filled, urgent deferred demand 
has been met and consumers have become increas- 
ingly discriminating in their purchases. The ques- 
tion is no longer what relationship between purchas- 
ing power and supply of goods, but between supply 
and demand for goods. The fact that consumers still 
have plenty of money doesn’t mean that they will 
rush into the market and spend it. Having satisfied 
their urgent needs, they have a great variety of 
options, one of them the refusal to spend until they 
get what they consider their money’s worth. And 
they are exercising that option quite freely now, as 
every retailer will acknowledge. 


Huge Expansion of ‘‘Consumer Inventories”’ 


It is an attitude that has begun to hit back at the 
manufacturer, too, hence curtailed work schedules, 
lay-offs and temporary plant closings. Much has 
been said about the drastic inventory liquidation by 
business but what about the consumer? His inven- 
tory, far from cut, has been enormously expanded. 
Postwar outputs of all kinds of consumer goods, 
especially hard goods, has been huge and there 
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sions and other cost-raising 
benefits, but also of the presi- 
dential fact-finding board now 
engaged in settling the wage 
controversy in the steel ip- 
dustry. Consumers oppose 
prices beyond their capacity 
to pay, and they are in a posi- 
tion to make their ideas felt, 
They once more enjoy the 
freedom to guard their own 
best interests, simply by with- 
drawing as buyers when they 
consider prices excessive or 
beyond their means. 

Viewed in this light, cur- 
rent wage demands bring the 
nation down to the unattrac- 
tive alternative of either a 
substantial rise in the cost of 
living, that is more inflation, 
or a serious increase in un- 
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exists now a great and growing inventory of long 
lasting goods in the hands of consumers. This is 
bound to make for contraction of demand. It has 
forced business to curtail. It also makes it clear that 
demand can only be stimulated by tapping, via 
lower prices, the markets comprising those con- 
sumer classes who have been priced out by failure 
of income to keep step with prices. 

In short, if production is to be maintained any- 
where near current levels, if employment is not to 
slide off further, we need lower prices, particularly 
for manufactured goods. Output is high but demand 
is no longer strong enough to take up all the slack 
created by the end of the inventory boom. Hence 
revival of talk of overproduction. Actually there is 
no such thing; what’s wrong is overpricing. Fears 
of overproduction are hardly warranted in view of 
existing wants and needs. Unsatisfied wants remain 
enormous and will continue to exist for future mar- 
kets at lower prices. To tap these potentials, prices 
must come down or else production will have to 
shrink further. But to make possible lower prices, 
costs must be reduced, wages stabilized and produc- 
tivity increased. 


It must be clear even to the layman that in such 
an environment, anything that tends to boost costs 
is detrimental. Increased costs in a time of falling 
demand can only have one effect — it will put 
workers on the streets with nothing to do. And 
lessened output means higher unit costs, and fre- 
quently red ink, and initiates a spiral that leads 
straight to depression. It shows up the fallacy and 
unsoundness of a policy that would force labor costs 
still higher on the theory that higher wages — re- 
gardless of circumstances — are boosting purchas- 
ing power. They may do so, for a time perhaps, in 
the case of those directly benefited, but in the end 
it will reduce purchasing power of the consumer 
class as a whole which ultimately will be forced to 
pay higher prices. And higher prices cause goods 
to remain unsold; they create unemployment and 
economic distress. In the end, no one benefits and 
everybody suffers. 


This should be prominent in the minds not only 
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employment, and we shouldn't 
countenance either. The question at issue is not so 
much whether corporations can afford to pay higher 
wages — though it has been made to appear so. The 
question is: Is it wise to attempt to compel business 
to pay higher wages at a time when the interests of 
the country require a general lowering of costs to 
stabilize the economy and maintain full employment? 
And the interests of the nation most assuredly 
require a sane and realistic approach to its eco- 
nomic problems. In a period of world history when 
a strong America is essential to the continuity of 
the democratic way of life, to risk undermining the 
entire business and economic structure, and even 
national security, for shortlived gains for a small 
portion of the total population would seem a wholly 
indefensible policy. 


Requisite For High Level Economy 


Both for internal and external reasons, a prosper- 
ous, high-level economy is a prime requisite and 
such an economy cannot be built up, lastingly, on a 
high price basis. Only mass production on the lowest 
possible price basis can keep our greatly expanded 
productive plant and our rising labor force busy 
at adequate wage rates. And we need a sound mass 
production economy not only to avert the threat of 
unemployment but to maintain national solvency. 
We need it so as to enable the Government to raise 
the enormous revenues required under present-day 
conditions, to service our national debt and to pro- 
vide for adequate national security. 

To achieve all this, we must produce more goods, 
not less, at lower prices. But we cannot get them by 
insisting on more dollars being stuffed into produc- 
tion workers’ pay envelopes. The answer is increased 
productivity, more and better tools, more modern 
equipment, anything that will help produce more 
per hour. Then our money can buy more of the 
things we want, because there will be more to dis- 
tribute among us, at lower prices. At proper price 
levels, overproduction is still far away. 

At lower price levels, also, we shall enable for- 
eign countries to buy in this country more of the 
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of the labor leaders at present | 
engaged in the fourth round} 
battle for higher wages, pen- | 
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| goods they need, thereby bolstering production and 
‘employment. And astly, at lower prices, industry 
‘will be better able to cope with foreign competition 
at home and in the world markets, a vital necessity 
in the months and years ahead. In the former case, 
the need for taxpayers’ money to carry on our for- 
eign aid programs will be lessened; in the latter, we 
shall have less to fear when cheaply produced for- 
eign goods once more begin to swamp our markets. 
Raising our productivity, while vital, will not do 
alone. We need wage stabilization without which 
there can be no price stabilization. Taxes are an- 
other primary element having a major impact on 
prices; they have a direct bearing on the cost of 
producing every item. Unnecessarily high taxes thus 
are not compatible with the aim of obtaining a 
broad lowering of the price structure, quite apart 
from their effect on consumer purchasing power. 


Cooperation of Government, Labor, Needed 


In short, while private enterprise has now the 
responsibility for prices, constructive cooperation 
of labor and Government is indispensable if we are 
to get a declining price level that will enable us to 
maintain and absorb peak production to fill the 
nation’s many needs. On our ability to bring this 
about depends the further course of postwar busi- 
ness. It is idle to talk about latent demands so long 
as these demands, for price reasons, are beyond 
fulfillment. It is equally idle to talk about large 
personal incomes and huge consumer purchasing 
power so long as they cannot be properly activated, 
for the same reason. 

As long as living costs remain high, it will be 
difficult if not impossible to persuade labor to accept 
lower wages. Their desire to maintain highest pos- 
sible living standards is understandable. But there 
should be greater willingness to put a halt to new 
wage demands which, if granted, will only revive 
the inflationary spiral. There should be cooperation 
towards wage stabilization. 

Similarly, in view of the Government’s need for 
high revenues, it is difficult to envisage noteworthy 


ing available more money for other spending pur- 
poses. The farmer need not necesarily be the loser; 
actually he will probably gain, on balance, not only 
through lower prices of the things he buys but 
because lower food costs will permit a higher gen- 
eral food standard all around, thereby bolstering 
demand for his products. 

In a previous article on commodity price trends, 
the opinion was expressed that postwar price re- 
adjustment is far from completed. The evidence 
clearly points in this direction. At present, it seems, 
prices are not playing their historic role. Cutting 
them is supposed to stimulate buying but it hasn’t 
quite worked that way in recent months, due not 
only to the extraordinary inventory situation but 
also because of uncertainty about the future trend 
of business, and because consumers expect still 
lower prices. Consumer buying has been vigorous 
where special price concessions were offered; in the 
absence of such concessions, consumer interest faded 
significantly. This tells its own story. It emphasizes, 
above all, the fact that higher costs leading to 
higher prices will inevitably price goods out of an 
already shrinking market, just as it will price mar- 
ginal companies out of competition with the lowest 
cost producers. 

Prices, then, are a problem that represents a chal- 
lenge to industry as well as to labor and Govern- 
ment. What’s needed for long range prosperity are 
more goods at lower prices. Unless prices come 
down, real purchasing power will shrink to the 
extent that it can no longer absorb production, with 
the inevitable deepening of the recession. Unless 
they come down, also, foreign nations anxious to 
obtain our goods can only get them in adequate vol- 
ume if we continue our costly aid programs, in 
itself a factor in our budgetary and tax difficulties. 
And unless they come down, our unsubsidized ex- 
ports will further shrink threateningly, adversely 
affecting domestic production and employment, since 
we may find ourselves priced out of world markets 
wherever competitive conditions prevail. 

Many business men seem to have a mortal fear of 
price deflation because (Please turn to page 605) 





tax reductions, particularly 
as long as the Treasury must go 
resort to deficit financing. But 
an effort should be made 
towards utmost economy in [f24o 


Government to obviate the 
need for higher taxes and pos- 
sibly permit a gradual lower- 
ing of existing imposts. A 
good case can be made for 
lowering or eliminating war- 
time excise taxes which have 
become a definite factor in 
curtailing sales. Their disap- 
pearance undoubtedly would 
stimulate business, and the 
loss of revenue might readily 
be offset by resultant higher 
corporate tax income, and 
personal taxes due to rising 
employment. 

Similarly, a more realistic 
and sensible farm price sup- 
port policy will not only save 
taxpayers’ money but lower 
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By JOHN D. C. WELDON 


H igh level business prosperity depends as much, 
if not more, on well maintained production and turn- 
over of capital goods than on the same factors ap- 
plied to items purchased by consumers. Business 
spending in the aggregate at any time is only a frac- 
tion of outlays by the public for their needs and 
pleasures, but this by no means diminishes the im- 
portance of the former as a basic prop to high em- 
ployment and nationali ncome stability. In other 
words, if demand for plant improvements tends to 
slump badly and for long, the leverage on a down- 
trend in general business is emphatic in effect. 

This is no mere maxim, for history has long dem- 
onstrated it as an inflexible rule in every cyclical 
change in economic progress. In similar manner in- 
creased activity in constructing or modernizing in- 
dustrial facilities has always been the forerunner of 
more prosperous times. For these reasons, business 
men and investors are keeping an alert eye on current 
trends in capital spending, for this may well provide 
valuable clues to earnings potentials of most enter- 
prises in the intermediate term. It is particularly war- 
ranted under current conditions when industry is still 
spending 50% more for new buildings and equipment 
than in 1941. The big question arising is whether, now 
that so many postwar expansion and modernization 
programs have been completed business manage- 
ments will have the courage and resources to carry 
on at the present pace, or how much if any of a de- 
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cline in capital spending 
must be expected. 
For the balance of 1949f 


tal investments seem like 
ly to continue at a rat 
only moderately below las 
year’s high level. Early jy 
the current year it wa 
considered probable that 
business spending wouki 
decline by about 14% i 
the second half, but 4 
matters now look, the dro 
will be less than antic. 
pated. Planned expendi 
tures on new plant ani 
equipment in the thir 
quarter have been estin. 
ated by the Bureau 
Business Economics ani 
the Securities and Ex 
change Commission at $4, 
billion, around 4% lowe 
than in the June quarte 
and the corresponding per: 
iod of 1948. It seems doubt 
ful if any more seriou 
contraction in the percent 
age will occur in the fina 
quarter, though this is by 
no means certain. Ordin- 
arily, the tendency of busi- 
ness spending is to expan 
late in the year, but the 
progressive completion 0! 
postwar programs and 
caution induced by cost 
uncertainties may prove ti 
be substantially offsetting factors. Much will als 
hingle on the general business outlook as the year 
nears its end, for when evidence of leaner times ap 
pears, managements are prone to become ultra-con- 
servative. 





Outlays High In First Half of Year 


The fact that capital expenditures in the first half 
year amounted to approximately $9.3 billion com- 
pared with $9 billion in the same period of booming 
1948 appears too carry considerable significance. 
While momentum may have partly accounted for the 
relative stability of business spending in a period 
marked by widespread business uncertainties, and 
many long range projects started were still incom- 
plete, confidence that readjustment problems would 
be resolved within a reasonable term undoubtedly 
held business outlays at a surprisingly high level. 
But expectation of lower materials and construction 
costs has also been a factor that has temporarily de 
ferred the implementation of numerous programs, al 
influence that may be reflected in reduced fourth quar- 
ter spending. It is yet too early to appraise how im- 
portantly this may affect the results in the final per- 
iod, because of current uncertainties over wage 
trends. It is possible of course that some improve 
ment may result from programs deferred in the spring 
that may now get under way later in the current year, 
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q factor that would lessen chances for an over-all 
downtrend in capital outlays. 

One reason that business spending has remained so, 
stable in 1949 compared with last year is that counter 
trends among various industries have been an influ- 
‘ence in maintaining the balance. Manufacturing con- 
‘cerns in the first half year reduced their expenditure 
for plant and equipment by 8% below the comparable 
1948 period, whereas the utilities spent 27% more and 
‘the railroads 32% more. Outlays by the mining, com- 
mercial and miscellaneous groups remained fairly 
‘steady. Abruptly reduced production in chemicals, 
textiles, paper and shoes markedly tempered incen- 
' tives in these fields to spend capital for improvements. 
Estimated outlays for this purpose by manufacturers 

in the first three quarters for plants and equipment 
were $5.5 billion compared with about $6 billion a 
year earlier. 


Spending by Manufacturers 


The manufacturing group’s future experience in 
capital spending will deserve special scrutiny. Pros- 
pects are unusually good that the utilities, railroads, 
oil industry and public works, not to mention resi- 
dential construction, will contribute largely to well 
sustained orders to suppliers of capital equipment. 
Completion of vast programs now under way or on 
the planning boards may require several more years 
of exceptional activity. Manufacturers, however, have 
gone a long way towards finishing large scale plant 
extensions and are unusually sensitive to swings in 
economic trends, as we have pointed out. More prac- 
tical considerations also enter the picture for this 
group, for the postwar boom has created high earn- 
ings, a substantial portion of which has been re- 
tained for capital improvements. A vast amount of 
internal capital formation has thus been provided in 
a period when investors have been increasingly lag- 
gard in supplying the needed funds. 

Now that industrial earnings almost all along the 
line are Shrinking, manufacturers no longer can count 
on such ample sources to finance the improvement 
programs they desire, unless they wish to add to long 
term debt as so many have already done. This makes 
the current shrinkage in available equity capital a 
more serious matter than ever. If a larger pro- 


ment now in use is still far below up-to-date stand- 
ards. While depreciation and obsolescence partly ac- 
count for inferior efficiency, more important has been 
the progressive production of equipment with cost 
saving potentials. Now that intense competition has 
started in earnest, business must necessarily come 
around to the view that the best way to achieve oper- 
ating economies will be by providing the most efficient 
machines. It is not enough to suggest the desirability 
of such a course, for in many cases it will be utterly 
essential if a manufacturer hopes to remain in the 
competitive race. 

Outlays for industrial equipment in postwar have 
outstripped expenditures for new plants more than 
twice over, and managements have learned the value 
of most modern equipment in increasing worker out- 
put and general operating efficiency. This knowledge, 
accordingly, could be an influential factor in stabiliz- 
ing capital expenditures not far below current high 
levels, unless the economy spirals into a more serious 
recession than now appears likely. 


Fourth Quarter Trend In Doubt 


The final quarter will be here so soon that improve- 
ment programs now well under way are not likely to 
be interrupted by unpredictable developments that 
may occur. Within only a few weeks, Government 
sources will have at their command well founded 
estimates of fourth quarter expenditures for capital 
betterments. As said, these are apt to offer consider- 
able encouragement. On the other hand, manage- 
ments generally seem to be curtailing rather than 
expanding their long term borrowings for improve- 
ments, regardless of reduced earnings and the dry- 
ing up of venture capital. According to a recent sur- 
vey total corporate financing in August amounted to 
only $50.2 million compared with $166.6 million in 
the same 1948 month and $281.6 million last July. 
Whether this sudden contraction is only temporary 
or whether it portends increased reluctance to incur 
»xpenditures to improve facilities at current higk 
levels is anyone’s guess. 

The main thing to consider is to what extent the 
present wave of industrial economy many influence 
the operations of our most (Please turn to page 609) 





portion of earnings is retained, more dividend 
reductions or casualties are bound to occur with 
the result that equities will become less attrac- 
tive. Equally serious would be a fourth round 
wage boost that could not be offset by ade- | 
quately advanced prices under present condi- 
tions. Such an eventuality would restrict not 
only prospective amounts of retained earnings 
but dividends as well, thus creating a poser for 
Managements desirous of implementing im- 
provement plans. From this angle the problem 
of maintaining capital expenditures at an es- 
sentially high level seems intensified. 





Competition Calls for Modern Equipment 


There is, though, another side of the picture 
that offers more encouragement. Granted that 
construction of new plants by manufacturers 
will further slow down, competitive conditions 
May require proportionately larger expendi- 
tures for modern equipment. According to 
trade reports, despite large sums spent in post- 
war for modern machinery, the bulk of equip- 
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UNEMPLOYMENT is rising rapidly in many munici- 
palities. In July, Department of Labor studies showed 
only nine urban communities in which more than 12 
per cent of the estimated enjoyable force were with- 





WASHINGTON SEES: 


The cries of anguish which went up from con- 
gressional offices when Defense Secretary Louis 
Johnson revealed plans to cut personnel and activi- 
ties in military installations throughout the coun- 
try gave away the real attitude of too many of the 
lawmakers on the subject of economy: it’s splendid 
thing for the other fellow’s state or district. 

While the defense agency was the instrumen- 
tality for the first real drive in recent years to cut 
costs, it actually was President Truman who de- 
signed it. And it has given him glee to watch the 
discomfort of congressmen, many of whom have 
been howling for administrative savings and now 
are clumsily shifting position. 

With the navy hardest hit of the three services 
and with Virginia one of the most active states in 
housing and servicing the maritime arm, Senator 
Harry F. Byrd remained consistent in his indorse- 
ment of government economy to be achieved by 
personnel cuts. Byrd applauded the action. 

But Byrd is an exception. Wires are being pulled 
to save existing facilities and operations. In so 
sweeping a program of cuts it is certain that some 
of the program will be found to be ill-advised, will 
not be carried out. That, naturally, will lead to the 
charge of political motivation. Seemingly support- 
ing that contention was the timing of the announce- 
ment. It came as house members, already under 
barrages of general criticism, headed back to their 
districts for what is likely to prove anything but a 

vacation. 
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THE ECONOMY DRIVE 


By E.K. T. 










out jobs. At the end of August, the number of cities 
had grown to 31, and no relief had been found in the 
first 12. These were typical industrial cities, but the 
hardest hit was New England. The west seemed to 
be faring better. The situation will get worse before 
it gets better, to adopt a trite expression. Layoffs in 
military and naval base areas will aggravate the situ- 
ation—IF they materialize. 

RENT CONTROL will be a thing of the past by next 
summer. Its end was brought about by indirection; 
congress was lukewarm about continuing these regu- 
lations, solved its problem by extending the law but 
cutting the budgets to the point where operation had 
to come to a slow stop. The staff already has been 
cut by one-third. There are hardly enough employees 
to turn out the mass of decontrol orders that must be 
issued. Swift removal of rent ceilings is causing local 
skirmishes, but attempts to obtain new state and 
muncipal laws have been unfruitful which may mean 
the influence of the “war veteran” vote is waning. 
That has been the source of most drives up to now. 


TAFT-HARTLEY labor law now is two years old and has 
weathered what is certain to be the most powerful 
drive to repeal it or amend it out of its original form. 
But it remains a hot political issue, potent in vote 
getting in the industrial zones and the democrats in 
congress do not intend to let the campaign grow cold. 
Latest gesture was a democrat-sponsored resolution 
which set up a fund of $25,000 to investigate T-H Law 
operation. Already it begins to look like a stalemate: 
Senator James J. Murray, Montana democrat, will be 
investigating committee chairman, but Senator 
Robert A. Taft will be a member. 


PARTY CHIEFS shuddered when President Truman ad- 
dressed the democratic national committee meeting’s 
dinner which attracted bigwigs from all sections of 
the country, most of whom thought reading the 
Dixiecrats out of the party had been a tactical error 
to begin with. The President began in a conciliatory 
tone, soon displayed the cockiness which has been the 
dismay of the party since his surprise victory last 
November. He reminded that success had come de- 
spite the loss of the industrial east, the solid south, 
and New York State—a tacit invitation to them to 
remain outside the fold, say the gloating republicans. 
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Heavy federal tax on cooperatives, put forth 











event excises are repealed, isn't in sight. Idea was 
sponsored by Senator Williams of Delaware, and seems to 
have caught on throughout the country. At least, incoming 
mail (much of which bears signs of organized bombardment) 
runs into the thousands; Senator Douglas termed it 
"effective, timely, but somewhat synthetic pressure." 
But farmers and consumer groups have been getting the ears 
of the congressmen while their opposition has had the 

eyes of the lawmakers, and it has been decided to put the 
subject over for 1950 consideration. 




















Decision of the house to appoint a special 
committee to inquire whether the lobby registration law 
is being flouted, comes as an anti-climax to the "five per 
center inquiry." The house was anxious to probe early in 
the session, but deferred to the senate, whose leadership 
has promised to set a full-dress probe in motion. But the upper branch did nothing 
about it, and now the house will go ahead. Rep. Adolph Sabath of Illinois, is the 
moving spirit. Whether his spirit has been dampened by disclosures linking Adminis- 
tration officials to the sale of influence by non-registered lobbyists, will be 
reflected by the degree of speed shown in getting the inquiry under way. 
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be put back for the 1950 calendar. Meanwhile, the house judiciary committee may hold 
hearings in an attempt to arrive at an agreeable solution to the dispute which arose 
when the Supreme Court ruled that the federal government, not the states, have owner- 
lie below the sea at the Speaker Sam 
Rayburn had taken a personal interest, helped draft two bills as starters. But his 
proposition would give the states a share in the profits (50 per cent, not the owner- 
ship which they are demanding. 


Barrier to enactment of legislation this year is the opposition of Senator 
































lasting solution. They lean too much toward concentrating the benefits of the 
national reserves in the states on whose borders they are found, he complains. 
O'Mahoney would retain ownership in the federal government, where the high court 
reposed it, give the states a lesser royalty (37% per cent of the income from leases), 
and have entire control vested in the Department of Interior. 























The oleo tax repealer may not pass the senate this year. The votes are 
there to enact it, if the issue can be presented without entangling riders. But 
Majority Leader Scott Lucas has been unable to persuade senators to withold amendments 
touching subjects far removed from the "battle between the cow and the vine." Dairy 
farmers are back of some of the action-delaying riders; converters of vegetable oils, 
anxious to expand the oleo industry are working feverishly to bring the issue before 


the senate before adjournment. 





























President Truman wanted first-hand reports on what is causing the drop in 
employment so he sent Commerce Secretary Charles Sawyer on the road to consult those 
who create jobs. How can the trend be reversed? the Cabinet member was asked to find. 
The answer was not surprising: Sawyer presented a lengthly report which adds up to 
the message that employers are “afraid of Washington"; that they can't feel secure in 
expansion programs while tax and other fiscal matters remain in their present muddled 
State. But in addition to worries over current policies, the job-makers feared pump 
priming may begin again. Reports on plans for "made work" were termed disquieting. 
The report is being passed around the agencies for analysis and discussion. Safe bet 
is that the White House ultimately will describe the situation as an "employers' 
strike." 
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The U. S. Maritime Commission has become, for all practical purposes, a 
one-man operation. Maj. Gen. Philip B. Fleming, new commission head who ran the 




















His fellow 





commissioners, he has indicated, will meet less frequently and their functions 
evidently will be those of ratification, rather than planning. Having created the 
new set-up, installed a "general manager" to take over commission duties, Fleming left 





the country for an extended stay abroad. 








House and senate conferees are reportedly making almost no progress on 
harmonizing the bills passed by each branch dealing with the subject of basing point 

















pricing. The courts have ruled out basing point in cases where it might reduce 
competition, but left much to be desired in the line of clarification. Business houses 


don't know when they may pay the freight from plant or mill, and no government agency 
will afford any guarantees that a sales system won't result in court action. 

















Sought is legislation that will permit basing point selling where prices 
are arrived at independtly -- not in concert among producers in a given field, cement 

















for instance. Confounding confusion, the conferees have stated their objective: "A 
bill to permit the absorption of freight costs by a seller and a discrimination in 
price made by seller in good faith to meet an equally low price of a competitor, but 
both of these sections qualified by amendments which will provide that these defenses 
shall not apply in cases where the effect of such absorption of freight or discrimi- 
nation of price ‘will substantially lessen competition.'" Again, no guarantees to 
business that its practices won't bring them into court. 








Concern is growing here over the future of this country's export markets. 
The problem will get increased attention as the government tries to find the answers 
in moves on several fronts during the next six months. It is agreed that the export 
trade has been responsible for some measure of the continued high production of the 
post-war period, and the prosperity that has flowed from it. Catch is, that much of 
it has been financed by American loans to foreign government, less than one-half of 
it stemming from imports to the United States. 
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Meetings with the British, in September, are expected to set the pattern 
for American export trade for the new few years. The scope and importance of these 
sessions has been played down, but the British crisis will be examined in its relation 
to the worldwide economic situation and the results promise no comfort. Loans to 
additional foreign countries or an expanded ECA-type aid are out of the question. 
There is no American position at present as to what help can be given but top govern- 
ment agencies -- Treasury, State, Commerce, and Agriculture -- have staffs working on 
the problem who may come up with a solution. 





























Goaded by congressional and press criticism, the National Security 
Resources Board is becoming active. Dr. John Steelman, Presidential assistant is 
acting chairman, but the fact of the matter is that former Senator Monrad Wallgren is 
running the show. Wallgren was President Truman's choice for permanent chairman, but 
couldn't get past the senatorial committee considering the nomination and the White 
House withdrew it. So, Wallgren was placed on the payroll with nebulous title and 
duties, but they add up to boss of NSRB. And when congress adqourns, Wallgren will 
receive a recess appointment as chairman. This will be perfectly legal because 
Mr. Truman withdrew the nomination; it wasn't rejected. 



































Business and industry will become conscious of NSRB's existence shortly. 











catalogued. Some preliminary studies have been made as "test runs." Now, a full- 
fledged survey will be made of possible wartime requirements for troopships, beginning 
with an inventory of existing craft that can be converted. Another study will cover 
the field of communications -- telephone and telegraph. Plan is to have private busi- 
ness and industry examine itself, under government supervision; leaders in each line 
will be asked to serve as committeemen. 
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Britain’s Increasing © 
Pressure on the U.S. 


By V. L. HOROTH 


Wren this issue appears on the newsstands, 
some of the highest officials of this country, Great 
Britain, and Canada will have gathered in Wash- 
ington, and presumably will be in the midst of de- 
liberations which began in London last July. Offi- 
cially the purpose of the talks is to find a solution 
to Great Britain’s persistent shortage of dollars — 
to bridge the gap in her balance of payments with 
the United States. 

This has been a stubborn problem in terms of 
which the whole postwar economic history is bound 
to be written some day. For this reason it is difficult 
to believe that the conference will bring any quick 
and easy “cure-all.” More likely the talks will prove 
to be consultative, and if anything comes out of 
them, it will be the directives by which it is hoped 
Britain’s dollar troubles will be solved. 

If among these directives is the abandonment of 
the present pegged rate of exchange between the 
dollar and the pound sterling — that is devaluation 
of sterling then, of course, the coming Washing- 
ton conferences will have won a place in history. 
The annual meetings of the governors of the Inter- 
national Monetary Fund and of the International 
Bank which are to be held in Washington a week 
later are almost certain to be sounding boards for 
sterling and other currency devaluations. 

The real purpose of the Washington talks could 
be briefly stated as follows: Despite the ERP grants 
and the remarkable recovery of their production, 
the British are pressing us to help them “get or 
earn more dollars.” Why? Because the British econ- 
omy, which under the Labor Party’s management 
has become inflexible, is unable to adjust itself 
quickly enough to the changing conditions in inter- 
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national markets. The growth of competition result- 
ing partly from the business recession in the United 
States, and partly from the world-wide shift from a 
sellers’ to a buyers’ market, has proved too much for 
Britain. Her dollar earning power has been im- 
paired. Now she wants us to soften this impact upon 
her economy of what really is a return to “more 
normal peacetime conditions” in world markets. 

The basic trouble is, of course, that ever since the 
end of the war, Great Britain has been living above 
her means. To maintain a standard of living by no 
means high compared to that of the United States, 
the British people have been spending more than 
they earned. This “extra money” has been forth- 
coming largely from the United States and Canada. 
Without it, Great Britain will go bankrupt or the 
living standard of her people must be sharply re- 
duced insofar as goods purchased from the dollar 
area are concerned. 


British Arguments for Further Aid 


The British have powerful arguments — economic 
and political — why they should be given more 
assistance. Once they exhaust their gold and dollar 
resources, they argue, circumstances will force them 
to establish a self-sufficient economic bloc — an 
autarchy — out of the sterling area, which would 
engage in bilateral deals with the rest of the world. 
The establishment of the sterling area as a self- 
sufficient economic unit would lead to the division 
of the world into three more or less independent 
trading areas (dollar, sterling, and ruble). If the 
economic divisions should be followed by a political 
division of the world into three spheres, as the 
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TABLE No. | 








Sterling Area’s Dollar Deficit and Its 
Financing, 1946-1949 


(In millions of dollars) 





The Settlement of the Deficit 
Overall Drafts Lossor 
Gold and Draft onOther Gainof 
Dollar onU.S. ERP Loansand Gold or 
Deficit Loan Grants Credit(a) Dollars Total 














1946 
Jan.-June ..... 320 a mee 144 —I176 320 
July-Dec. _... 588 596 ea 376 +384 588 
1947 
Jan.-March _. 908 496 100 =—312 908 
April-June —... 968 944~— = 52 + 28 968 
July-Sept. —-.. 1,528 1,292 Mee 208 — 28 1,528 
Oct.-Dec. _... 700 100 300 —300 700 
1948 
Jan.-March ... 588 296 452 +160 588 
April-June _. 428 a 88 24 —316 428 
July-Sept. —. 304 =e 160 : —144 304 
Oct.Dee. 372 oe 428 24 + 80 372 
1949 
Jan.-March _. 328 fom 324 60 + 56 328 
April-June .... 628 ee, 340 28 —260 628 
July-Sept.(b). 700? ... 3007... +400? ~=—- 700 
Lo enn nenmmnemerene 2 1,640 1,768 —1,228 8,360 





(a)—Drafts on International Monetary Fund, Canadian credit, and 
South African. 
(b)—July-Sept., 1949, quarter estimated. 










































































TABLE No. 2 
World Gold Production in 1948 
Value——— 
Volume In $35 In $55 
(in 000 oz.) ~— per oz. per oz. 
Sterling Area Pool 
{minus South Africa) 
Australia 889 31.1 48.9 
Gold Coast 668 23.4 36.7 
Southern Rhodesia 5S 18.0 28.3 
Kenya and Tanganyika... 66 2.4 3.6 
New ceoisng AD 3.5 5.5 
Fiji and New Guinea. -° 229 4.5 7.1 
India = 885 6.4 10.1 
Total Sterling Area.._ _. 2,552 89.3 140.4 
South Africa(a) . si, 574 405.1 636.6 
Dollar Area 
United Stotes cs ROUP i230 115.5 
Canada(b) 3,528 123.5 194.0 
Mexico ... 450 15.8 21.8 
Central Agence oo . 269 10.1 15.9 
Colombia, Venezuela, Ecuador. 454 15.9 21.9 
The Phuppines 09 7.3 11.5 
Total Dollar Area. ia WORF 246.1 386.6 
Other Countries 
Belgian Congo 1 Wl 17.3 
All Others 6,329 221.4 348.1 
World Total 27,800 973.0 1,529.0 
(a)—South Africa is not a member of the Sterling Area Pool and 
settles its gold and dollar deficit with the dollar area directly. 
(b)—Canada, although not technically a “dollar account” is re- 
garded by the British as the dollar area country. 























British argue, then the resistance of the Western} 
World to communist aggression would likely he 


weakened. Moreover, all the costly postwar attempts 
at re-establishment of multilateral trading and free 
currency convertibility would be nullified. 

Thus the United States and Canada are more or 
less faced with a Hobson’s choice. They cannot very 
well refuse some additional help. They can, however, 
insist that Britain do her own share of “house clean- 
ing,” and, aboveall, that she reconcile her economic 
policies to theirs. These things, of course, cannot be 
worked out. overnight. 


The Dollar Shortage 


What is the extent of Britain’s dollar shortage? 
The shortage does not involve merely the trade defi- 
cit between Great Britain and the United States — 
though this trade deficit is probably the largest 
single factor. It involves the balance of payments 
deficit between the whole of the sterling area and 
the whole of the dollar area. 

In practice this means that Great Britain, as the 
sterling area’s banker, must use its gold and dollar 
resources to settle the balance of payments of the 
sterling area countries with the entire dollar area. 
Besides the dollar area, Belgium, Switzerland, West- 
ern Germany, and Iran require that certain pay- 
ments to them by the sterling area countries be 
made in gold or dollars. 


Hence, as will be seen from the first of the ac- 
companying tables, Great Britain was responsible 
during the first half of 1948, not only for her own 
dollar deficit which amounted to £160 million ($640 
million), but for the dollar deficits of the other 
sterling area countries, and for special gold pay- 
ments to Belgium and Switzerland, all of which ag- 
gregated some £239 million ($956 million). If Great 
Britain may be accused of living above her means 
— by importing too much and not being able to 
export enough in payment, then some of the sterling 
area countries, such as India, Pakistan, and South 
Africa are even worse offenders. But they escape 
the blame, since they are financed through Great 
Britain. As a matter of fact, the revaluation of the 
Indian rupee and the South African pound is un- 
questionably more pressing from the viewpoint of 
bridging the dollar gap than is the revaluation of 
sterling. 


Large 1949 Deficit 


Early this year, before what the Chancellor of the 
Exchequer, Sir Stafford Cripps, calls “the change in 
the economic climate of the world” (meaning the 
impact of the American business recession and the 
return to more normal conditions in international 
trade) upset the calculations of Britain’s economic 
planners, it was hoped that the 1949 dollar deficit 
would be about £250 million (one billion dollars). 
Such an amount would have been roughly paid for 
by ERP grants and a small draft on the gold and 
dollar reserves. However, on the basis of the April- 
June experiences, and a drop in Britain’s and the 
rest of the sterling area’s dollar earnings, it looks 
that the 1949 deficit will be nearly twice as much as 
was anticipated, or about £450 million ($1.8 billion). 
How can this gap be bridged without using up the 
gold and dollar resources which on June 30, 1949, 
were put at £406 million (Please turn to page 609) 
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Another Look at..... 
Break-Up Potentials 


of Utility Holding Companies 


By EDWIN A. BARNES 


be. he SEC and the Federal Courts have made 
good progress recently with the holding company 
dissolution program. The U. S. Supreme Court, in 
the Engineers Public Service decision, gave a strong 
directive to the lower courts to uphold SEC deci- 
sions, limiting the court function to determination 
of points of law and reserving to the SEC the prac- 
tical administration of Section 11 of the Holding 
Company Act. 

Shortly after this decision, Judge Leahy approved 
the long-pending Commonwealth & Southern plan, 
and denied an appeal by Alfred Snyder of Phila- 
delphia, who later announced that he would not 
appeal to a higher court. The Company has an- 
nounced that the plan will become effective October 
lst. Somewhat earlier a District Court had quickly 
approved the Electric Light & Power plan, which 
became effective in July. Recently the preliminary 
plan of West Penn Electric was approved by the 
Commission and the Company promptly filed a sec- 
ond plan to complete conformity with the Act. As 
generally anticipated, the SEC recently swept aside 
the objections of its staff and approved the Niagara 
Hudson Power plan with some slight changes, to 
which the Niagara directors have promptly agreed. 
It is expected that the plan will be approved with- 
out undue delay despite probable continued opposi- 
tion by the preferred stockholders. 

This relatively rapid progress has increased mar- 
ket interest in holding company securities. Turn- 
over in Commonwealth & Southern has at times 
accounted for one-fourth to one-half the total ac- 
tivity on the “Big Board.” Interest in Niagara Hud- 
son has stimulated corresponding activity in United 
Corp., which holds a large amount of Niagara. 

Following is an alphabetical review of the cur- 
rent status and possible future progress of remain- 
ing holding company dissolutions. 
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American & Foreign Power 
will have to file a new dissolu- 
tion plan with the SEC since the old one (despite 
approval by the SEC and a Federal Court) failed 
of consummation because of the delay in refunding 
the company’s debentures, and passing of dividends 
on the preferred stocks. Until recently at any rate, 
earnings of the subsidiary companies have con- 
tinued to gain rapidly but due to various factors 
the New York office did not retain sufficient cash to 
continue the preferred payments. The parent com- 
pany is now hopeful of obtaining some $20-$30 mil- 
lion cash through sale of Cuban Electric mortgage 
bonds to institutions; and in that event can per- 
haps resume dividends on the preferred stocks. Re- 
organization apparently will prove slow, however. 


Early Decision Expected 


American Power & Light some time ago presented 
a compromise dissolution plan to the SEC and a de- 
cision is expected in the near future. Since there 
is no opposition, action by the Federal Court could 
be fairly prompt. Under the plan, 82% of the hold- 
ings are assigned to the two preferred stocks as a 
group, and 18% to the common stock. In a recent 
study it was estimated that if an investor purchased 
the $6 preferred, obtained the package of stocks 
under the plan and sold all of them except Texas 
Utilities, his final cost for the latter would be about 
half the probable market value; or if, instead, he 
narrowed his holdings down to Florida Power, he 
could obtain that stock at about one-third the esti- 
mated value. Of course it is possible that the SEC 
may propose a change in the allocation formula 
although this appears unlikely. 

American Superpower sells around 34 on the 
Curb. The company is not a holding company but 
has a sizable amount of Commonwealth & Southern 
and some other utility stocks. The preference stock 














has large arrears so that there is no present equity 
for the common. However, optimistic holders may 
envisage a future time when value can be developed, 
if the company continues (as in the past) to retire 
preference stock from time to time through tender 
offers. 

Commonwealth & Southern on October 1 will give 
each share of its preferred stock 2.80 shares of 
Consumers Power, .55 share of Central Illinois Light 
and $1 in cash. Each common share will receive 
.85 share of Southern Company and .06 share of 
Ohio Edison. Arbitrage operations have depressed 
Ohio Edison and Consumers Power, but Southern 
Company has appreciated in price from the opening 
quotation of about 814 to the recent level of 95%. 


Good Earnings Gain 


Southern Company has taken over the Southern 
group of subsidiaries of Commonwealth & Southern 
and due to a favorable combination of factors, its 
recent monthly earnings have been rising very 
rapidly. For the 12 months ended July 31, earnings 
on the 12,020,000 shares were $1.18 per share com- 
pared with $1.13 in the 12 months ended June 30 
and $1.07 for the 12 months ended May 31. It is 
thought that earnings for the calendar year may 
reach the $1.25 level. These figures are after a 
special charge, equivalent to about 20¢ a share, for 
amortization of plant acquisition adjustments. Di- 
rectors will meet around September 20 to consider 
raising the dividend from the present 60¢ level and 
their action may be an important factor in the price 
trend of the stock. With a generous dividend rate 
such as 80¢, the stock might be expected eventually 
to appreciate to 11-1114 reflecting about a 7% yield. 
If the dividend should be only 70¢, however, a price 
of 10 might prove adequate. The company plans to 
sell common stock later this year (or early in 1950) 
on a probable 1-for-10 subscription basis. 

Electric Bond & Share is currently selling around 
14% and has an estimated break-up value some- 
where in the neighborhood of 22, but dissolution is 
unlikely and hence the stock might continue to sell 
at a discount. Dividends in cash or stock are on an 









irregular basis. Most of the company’s smaller hold- 
ings are being gradually liquidated. It hopes to re- 
tain its 100% interest in Ebasco Services (a large 
service and construction company), a majority in- 
terest in American & Foreign Power, and a substan- 
tial interest in United Gas. Much will depend on the 
attitude of the SEC, as well as the final plan for 
reorganizing Foreign Power. 

International Hydro-Electric’s dissolution prog- 
ress has been slow; the common stock held by In- 
ternational Paper has been cancelled as worthless, 
leaving the Class A stock (around 7 on the Ex- 
change) as virtually a common stock. The deben- 
tures, on which four 10% payments have reduced 
the face value to $600, sell around 62 on the N. Y. 
Stock Exchange, while the preferred is around 60 on 
the Curb. Under the official plan filed by the trustee 
with the SEC April 20, the remaining face value of 
the debentures would be paid off through proceeds 
of a bank loan and possible sale of some assets. 
2,000,000 trust certificates would be distributed in 
the proportion of eight to each preferred share and 
one to each A share. 















Estimate Liquidating Values 


Liquidation of the trust certificates would eventu- 
ally be made through sale or distribution of remain- 


ing assets. The portfolio value may be roughly esti- 
mated around $37 million and after retirement of g 
the debentures and payment of the bank loan, an r 


estimated $21 million would remain or some $10.50 
per certificate. Assuming these figures to be ap- ' 
proximately right, liquidating values would work 
out at $84 for the preferred stock and $10.50 for 
the A stock. However, a holder of the securities may 
have a long wait as the A stock is strongly repre- 
sented and may put up a continuing fight for better 
term. The latest move of A stock representatives 
has been a proposal to take the company out of 
bankruptcy after paying off the bonds. 

Long Island Lighting common stock appeals to 
some speculators because of its Jow price; the stock 
has advanced this year from 3% to 13%. Under the 
plan now before the SEC, (Please turn to page 608) 












































































































































Statistical Data on Holding Company Stocks 
Est. 
Breakup 
Recent Price 1948 Range _ 1949 Range Dividend Yield Value _ 
American | in & Foreign Power. $7 Ist pfd. Aon 52, ~~ 8 891/,-42 7 58-44. oe, ao $85? 
American Power & Light $6 pfd. ROM 95!/2-80!/g 101,-83% $6.00 6.0% 120 
American Power & Light common a: ae iT % - 656 12!/.- 7/y Pee a 14 
Commonwealth & Southern n pfd.. 103% 106 -90 | 10534-89/,, =e Wo 
Commonwealth & Southern common Cree 5 3%,- - 2, 5 -3 y BI 
Electric Bond & Share a 163%%- 9/4 1534-1034 _* 22 
International Hydro-Electric oid. 59> 59 -46 63 -47 84 
International Hydro-Electric A 7 9\/g- 5I/, 7Tih- 53% 10! 
Long Island Lighting... 1% 1 -12  * ears. 
Niagara Hudson ean common... 12!/, 10'4- 6! 12. 7!/2 aiaeliiay SE 15%, 
REST AS TS SS A CASS SS a ar ei ene 18 1754-145 2054-159, 1.00 5.6 20. 
Standard Gas & Electric $7 prior ofd. 141 121 -971/, 145 -109 7.00 5.0 180? 
Standard Gas & Electric $4 pfd 31 2754-17!/ 324-18 wn 40? 
United Corporation 4 37,- 2", 4Y/g- 2, *% 
United Light & Railways....... 291/, 2334-1774 304-28 a ee 35 
West Penn Electric 23!/, 1934-13!/ 2454-1434 1.80 La t 
*—Irregular. t—Company to remain in existence. 
**—Book value about $5, but company will not be dissolved. 
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1949 Midyear Re-appraisals 














of Values, Earnings and Dividend Forecasts 


x * 
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Prospects and Ratings for Oils, Merchandising Shares, 
Paper and Tire & Rubber Stocks 


Part V 


he we cross the half-year mark, we find general 
economic activity heading further downward with 
relatively few strong spots remaining in the business 
picture. In the months past, readjustment has pro- 
gressed a good deal with considerable acceleration in 
recent weeks, but the process obviously is far from 
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completed. Naturally, what will happen during the 
second half of the year is therefore a matter of con- 
siderable conjecture and concern. 

Some anticipate a further and protracted slump of 
sizeable proportions. Others feel that the bottom of 
the recession is coming into sight, that the business 
slide may come to a halt by year-end and reverse itself 
early in 1950. At this juncture, however, it would 
seem hazardous to attempt to set up any sort of a time 
table. We are still in the midst of transition and while 
there are a number of encouraging signs that for 
some industries the worst may be over, most tradi- 
tional signposts continue to point downhill with vary- 
ing force. Though in view of many cushioning factors 
there is good reason to believe that recession will 
hardly degenerate into depression, the most critical 
period is likely still ahead, with the prospect that 
things may get worse before they begin to improve. 

For business as well as the investor, the months 
ahead thus may bring further and serious tests. To 
assist our readers in arriving at sound investment 
decisions under changing conditions, The Magazine 
of Wall Street presents its 1949 Mid-Year Re-Ap- 
praisal Series with particular emphasis on the read- 
justment progress and outlook for leading industries, 
and the companies in these industries; the impact un 
them of price deflation and shrinking volume, what it 
will mean to profits and dividends, and potential 
future market action of their securities. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 
1 — Upward; 2 — Steady; 3 — Downward. For ex- 
ample, Al denotes a stock of high grade investment 
quality with an upward earnings trend. 

Stocks marked with a W in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases should of course 
be timed with the trend and investment advice pre- 
sented in the A. T. Miller market analysis in every 
issue of this publication. 
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by GEORGE L. MERTON 


TA over oil industry prospects is evapor- 
ating. The vitality of its dynamic growth character- 
istics generally has been underestimated. Evidence of 
reviving confidence is strikingly illustrated in the 
fact that, with the season of high gasoline consump- 
tion nearing an end, talk of a price cut in crude oil 
has virtually ceased. The conclusion is inescapable 
that results this year, on the average, now promise 
to be well ahead of earlier forecasts. 

Who would have been bold enough, for example, 
to predict six months ago that 1949 demand would ex- 
ceed that of 1948 and that domestic production this 
year would decline as little as 4 per cent from last 
year’s record volume? In the light of recessionary 
business trends prevalent last spring, such a forecast 
would have been deemed unrealistic. Yet the latest 
Bureau of Mines forecast calls for a daily average 
1949 demand of 6,225,000 barrels, compared with 
actual 1948 use of 6,129,000 daily. A moderate drop 
in production is foreseen in reflecting curtailment— 
notably in Texas—to permit reduction in inventories. 
Output is forecast at 5,627,000 barrels a day, against 
5,907,000 in 1948. 

Study of the bureau’s detailed forecast sheds light 
on the oil industry’s growth factor, for which not 
enough allowance has been made by most investors. 
It is anticipated, for example, that demand for dis- 
tillate fuel oil used for residential heating will be 19 
per cent greater than a year ago in the fourth quarter 
and that requirements of kerosine will be 11.3 per 
cent larger. This expansion takes into account the ad- 
dition of hundreds of thousands of new homes as well 
as a greater than normal shifting from hard fuels to 
oil and natural gas. Moreover, consumers have re- 
verted to normal buving habits and have allowed 
tanks to remain unfilled. Trade authorities look for 
a rush of orders for heating oils at the first cold snap. 

It is interesting to observe that the Bureau looks 
for an increase in demand for residual fuel oil in the 
fourth quarter of 6.4 per cent over a year ago. In 
other words, despite slackening industrial activity, 
consumption of fuel in diesel engines continues to rise. 
This fact calls attention to the importance of growth 
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in consumption of petroleum products other than gas- 
oline. Gradually the industry’s dependence on its chief 
“money product” is diminishing. 

Major governing profit factor in the oil industry 
still is gasoline, however, and the fact that leading 
integrated companies have continued to fare reason- 
ably well this year may be traced in no small measure 
to persistent rise in motor car “population.” Motor 
vehicles in use are estimated at 48.4 million, an in- 
crease of 7.3 per cent over 1948. Not only are there 
more cars on the road than ever before, but the aver- 
age owner drives more consistently than in years past. 
In other words, gasoline consumption per motor vehi- 
cle continues to mount at a steady pace. This accounts 
in some measure for the fact that gasoline demand 
this year is forecast by the Bureau of Mines at 2.6 
million barrels a day, or an increase of 5.8 per cent 
over 1948. Consumption of distillate for the year is 
expected to register a modest 1.4 per cent rise not- 
withstanding the sharp drop in demand in early 
months of the year due to an abnormally mild win- 
ter. Use of kerosine and residuals is expected to fall 
short of 1948 totals, but demand for the latter is fore- 
cast at only 1.7 per cent less than last year. 


Better Supply—Demand Balance 


Evidence of improvement in the balance between 
supply and demand, as shown in latest Government 
calculations, is supported by strengthening in the in- 
dustry’s price structure. Fuel oil quotations have 
been advanced moderately from the early summer 
lows. Any concerted move to build up inventories in 
consumers’ or in dealers’ tanks likely would bring 
another boost in prices. Further progress may be 
made in widening the profit margin on refined prod- 
ucts in coming months. This is important for major 
integrated companies — and especially those which 
buy crude oil on balance. 

Recent nominal price increases on distillate and 
residual fuels well may prove a significant turning 
point in this year’s buyers’ strike. With the time ap- 
proaching for a seasonal rise in demand for home 
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‘heating oils, any further upward revision in quota- 
tions would contribute to wider realization on refined 
‘products. As a consequence of the sharp drop in 
residual oil at Gulf ports this year to $1.20 a barrel 
from $2.52 at the beginning of 1949 and from $3.50 
in the spring of last year, refinery realization nar- 
rowed to the smallest figure since price ceilings were 
removed. Two small price increases have been an- 
nouncd by major factors in recent weeks with the 
result that refinery margins have shown indications 
of returning to a more nearly normal level. 

Prospects for petroleum products have been 
strengthened by inability of coal producers to reduce 
their labor costs. Thus far they have failed to per- 
suade John L. Lewis and his United Mine Workers 
officials to grant concessions that would enable an- 
thracite and bituminous coal producers to strengthen 
their competitive position. As a matter of fact, indi- 
cations point to further gains by oil in the battle 
for the residential fuel market. This development has 
accelerated a normal replacement of hard fuel fur- 
naces with oil burners. Not only for the near term, 
but for the longer range future this factor is favor- 
able for the oil industry. 

Largely as a result of mark-downs on heating and 


diesel oils—induced primarily by mild weather—oil 
industry earnings declined noticeably in the first six 
months from the abnormally high levels recorded in 
the first half of 1948. Integrated companies suffered 
to a greater extent than those having large retail 
marketing operations, but all except a few recorded 
declines. It would be reasonable to think, therefore, 
that second half results of companies engaged in re- 
tail distribution might experience better-than-aver- 
age recovery from first and second quarter figures. 
In appraising the outlook for coming months, it may 
be well to take into consideration the prospect of 
wider margins in the second half on distillates and 
residuals than were realized in the first six months. 


Full Year Earnings 


Even though the outlook is more promising for sec- 
ond half earnings, most companies are expected to 
show declines in net results for the full year as com- 
pared with 1948. This prospect should be apparent 
in a study of the accompanying tabulation register- 
ing interim results for the first half. On the average, 
share profits of major integrated companies ranged 
from 25 to 35 per (Please turn to page 610) 







































































gas Statistical Data for Leading Oil Companies 
hief ——_——1948 First Half 1949 1949 Invest- 

NetSales Net NetPer NetSales Net NetPer Est.Net Recent Div. Div. ment 
stry ($mil.) Margin Share  ($mil.) Margin Share PerShare Price 1948 Yield} Rating COMMENTS a 

. h 7 7 
ling Amerada Petroleum $68.4 33.1% $14.35 $30.7 26.5% $5.17 $13.00 $112 $6.00 5.4%, B2 = — 7 1 lene be 
son- — a — 
end extra may be as large as in 

sure 1948. 

i ini Earni d tuated b 
otor Atlantic Refining _. 435.1 8.2 12.68 225.3 5.6 4.34 9.50 36 «62.00 56 Ctl pine ole Rhy ve yer Pies 
| N- por gy oe 

profit in . Dividend coverage 
ere adequate. 
ver- Barnsdale Oil 37.2 38.2 6.06 18.1 37.7 3.27 6.50 48 2.50 5.2 B2 Emphasis on light crudes favor- 
(F able for earnings, but further im- 
ey fet less 7 than else- 
ehi- where. Management favors a gen- 
erous dividend rate. 
ints Cities Service. 593.4_—‘11.0 17.77 300.7—‘10.0 8.15 14.50 51 3.00 5.9  B2 Widening in refinery margins 
and x would be reassuring for earnings. 
2 6 i= asp = sale = a 
erties and retirement of debt helps 
s dividend potential. 
~ Continental Oil... 330.3 16.4 11.24 156.7 13.0 4.22 9.50 60 3.50 5.8  B2 Prospects fairly typical of trend 
r is x . for integrated companies in Mid- 
ot- = pote ore by parr 
vative dividend despite indicate 
rly = 25% drop in earnings. 
rin- Gulf Oil... 0689 «= 14 13.53 454.1 10.8 4.36 10.00 67 3.00a 4.5 82 Earnings helped by especially sat- 
isfactory foreign operations. Cap- 
fall ital improvement program still 
rather large. Dividend policy like- 
re- ly to remain conservative. 
Humble Oil 1,050.6 §=— 16.7 10.35 na. son.a. 9.50 72 4.00 5.6 B2 Lower earnings indicated as result 
of curtailment in Texas production. 
— in pr ee age Me 
gram favors continued libera 
dividend. 
Lion Ou... (ERS 6 NFS 5.00 32.1 14.6 2.01 4.25 24 2.75 11.4 B2 Increasing proportion of opera- 
tions in chemicals helping sustain 
en Ss Se ee Meo 
ont creasing. Ample coverage on $1. 
f dividend. 
In- Mid-Continent Pet... 144.2. 17.1 13.28 65.1 9.8 3.43 8.50 42 3.75 8.9 BI Earnings depressed more than 
ve average by ve margins in 
penetra yes Big turn for — be 
ler icated. Wide coverage indicates 
. an extra dividend. 
= Ohio Oil 191.4 25.8 752. 83.8 21.0 2.67 5.25 29 2.30 7.9  B2 Results about in line with industry 
ng indicated. Growing importance of 
be larger egg | heehee — 
range factor. Liberal dividend to 
d- continue. 
or Pan-Amer. Pet. & Trans. 292.2 4.9 3.01 131.5 5.7 1.59 3.00 14 1.00 7.1 C+2 Acquisition of increased produc- 
tion of lighter grade crude helps 
eh — a. — 
ntro ndiana Standard ob- 
pene dividend pon ony 
id t—Or gross operating income. n.a.—Not available. 
1g a—Plus stock. E—Estimated. 
b—Nine months to Dec. 31. $—Based on 1948 dividends. 
p- 
1e 
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Statistical Data for Leading Oil Companies (Cont.) 











| 948 —_____ First Half 1949 
NetSales Net NetPer NetSales Net NetPer Est.Net Recent Div. Div. 








1949 Invest- 


ment 


($mil.) Margin Share  ($mil.) Margin Share PerShare Price 1948 Yield} Rating COMMENTS 





Pantepec Oil of Venez. 6.8b 39.6 I1b na. ona. 57E 1.00 8 1.28 16.0 





C2 


Pressure for restriction on oil im. 
ports and unstable political situa. 
tion in Latin America are chief 
handicaps, but long term outlook 
favorable. 





Phillips Petroleum... 487.2. 14.9 12.01 244.4 9.4 3.63 8.50 56 3.00 5.4 
X 


B2 


Strong growth trend in natural 
gas, in which this unit is major 
factor, stimulates sales, but neces. 
sitates plant expansion. Dividend 
is secure. 





Plymouth Oil . w.7 375 6.38 na. na. 2.08 5.00 42 1.90a 4.5 


B2 


Production curtailment in Texas) 
handicaps current earnings. Ag. 
gressive development  contem.. 
plated. Need for cash dictates 
conservative dividend. 





Porno... 288 1A 9.91 132.3 9.7 2.99 7.50 29 2.00 6.9 
X 


B2 


Increased output and greater re- 
finery efficiency help explain 
earnings rise and growth poten. 
tials. Slackening in expansion 
should favor extra dividend. 





Richfield Oi] 118.8 14.1 4.19 58.7 17.8 2.55 5.75 39 = 2.00 UL 





Rapid development of Cuyama! 
field in California and progress} 
in sale of Texas land contribute to 
earnings gain. Higher dividend 
apparently warranted. 





Seaboard Oilof Del... 28.7 = 23.5 5.52 13.6 21.0 2.34 5.00 47 2.50 5.3 


B2 


Earnings better sustained by lib- 
eral production controls in Cali- 
fornia. Wide coverage for $2 
dividend raises hope of more gen. 
erous distribution. 





Shell Union Oil... 830.4 13.4 8.27 397.9 95 2.79 7.00 36 © 3.00 8.3 
X 


Aggressive development of chem-| 
ical lines and promotion of re- 
fined products stimulating growth. | 
Earnings ample for generous divi- 
dend policy. | 





TST, «| ae 636.6 12.7 6.76 287.7 10.2 2.44 5.00 22 2.00 9.1 B—2 


Decline in earnings likely to fol. | 
low general average, but results 
promise to cover $2 dividend by 
wide margin. Expansion stresses 
increased output. 





peony On BNO 21% 36.04 82.4 16.8 11.66 27.50 103 5.00 4.9 


B2 


Lower production and narrower 
margins on heavy crude depress 
earnings, but coverage for requ- 
lar dividend remains wider than 
necessary. 





et 1,326.5 10.0 4.18 618.2 7.6 1.45 2.15 16 1.00a 63 


Socony-Vacuum 





B3 


Earnings depressed by sharp drop 
in heating oil sales and price cut- 
ting. Keener competition seen in 
gasoline. Dividend expected to 
remain unchanged. 





South Penn Oil. 33.7 23.5 4.59 11.6 23.3 1.58 2.75 30 3.60 12.0 


B3 


Margins reduced by price cuts on 
lubricants and crude. Operations 
hurt by strike settled by wage in- 
crease. More conservative 1949 
dividend seen. 





— Oil of Calif... 735.8 21.9 11.83 370.6 20.4 5.55 10.50 68 4.00 59 


B2 


Relatively good showing aided by 
high return on foreign operations 
and comparatively small produc- 
tion cut-back. Extra may supple- 
ment generous dividend. 





Standard Oil of Ind..1,236.9 11.3 9.16 568.2 9.0 aioe 7.50 42 2.12'/2a 5.0 


B2 


Increasing benefits from develop- 
ment of natural gas resources 
helping to counteract drop in 
profit on heating oil. Another 
extra dividend possible. 





Standard Oil of N. J..3,300.8 16.9 12.44 1,436.7 9.6 4.54 9.50 68 2.00a 2.9 


B2 


Earnings decline about in line with 
rest of industry indicated. Slower 
rate of expansion expected to 
pave way for more liberal cash 
dividend. 





pun Ol ATS 9.6 8.60 220.9 5.8 2.56 6.00 58 wie 16 


B2 


Narrower margin on heating oil 
and increased promotional ex- 
penses contributing to lower earn- 
ings. Ship building less profitable. 
Dividend safe. 





Texas Co... *t080.9 15.4 12.03 512.6 12.2 4.55 10.00 59 3.00a 5.1 
X 


B2 


Benefits from operations in Near 
East offset adverse production 
trends at home. Higher dividend 
in prospect as expansion program 
costs decrease. 





Texas Gulf Producing 9.7 TB9s 3.72 4.6 35.5 1.52 2.75 16 1.00 62> “C2 


Net income reduced as result of 
cut in production, but should re- 
cover in line with relaxation in 
curbs. Modest dividend appears 
amply covered. 





Tide Water Asso. Oil... 373.5 10.3 5.92 184.2 7.6 2.17 4.25 23 190 8.3 


B2 


Excess supplies of heavy crude on 
Pacific Coast tending to restrict 
earnings, but results promise to 
afford ample coverage for $1.60 
dividend. 





Union Oil of Calif... 203.9 15.0 6.51 105.2 11.4 2.48 Fy ke a) 195: 6.3 


B2 


Earnings depressed by general 
price recessions, but appear ade- 
quate for regular dividend needs 
as well as for financing continued 
development of reserves. 





t—Or gross operating income. n.a.—Not available. 
a—Plus stock. E—Estimated. 
b—Nine months to Dec. 31. $—Based on 1948 dividends. 
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By PHILIP DOBBS 


he continued high level of personal income 
has been strongly influential as a prop to retail 
sales in the recessionary first half year. Considering 
widespread anticipation of lower prices, it is sig- 
nificant that physical volume has remained fairly 
stable in a period of so many uncertainties. Because 
of reduced prices, dollar sales in the first six 
months declined about 4% in the department stores 
and about 8.3% in the mail order division. The 
combined impact of markdowns and high costs, 
though, has cut severely into the operating margins 
of most distributors, so that net earnings were sub- 
stantially below a year earlier. 

Looking ahead to the balance of 1949, unless the 
current downtrend in prices is checked and the sea- 
sonal fall pick-up in business confounds the pessi- 
mists, it seems probable that total dollar volume of 
distributors may be between 5% and 10% below 
last year and that the decline in net earnings may 
be proportionately greater. Results of course will 
vary among the various groups, department stores, 
variety chains, mail order concerns, specialty shops. 
Much will hinge on varying individual merchandis- 
ing efficiency as well as how well demand holds up 
in the Christmas holidays, in considering sales and 
profit potentials of the various units. This year, 
more than in any recent periods, store buyers are 
bound to exercise unusual caution at the end of the 
year in inventory accumulation, even at the risk of 
losing some last minute holiday business. 

Some encouragement is offered by the prospect 
that markdowns in the second half year may be 
smaller, and that the usual uptrend in fall demand 
will tend to widen profit margins somewhat on ex- 
panded sales. Wages remain high, though, and com- 
petition will stimulate greater outlays for promo- 
tion. Thus margins cannot be expected to match 
those of last year, in many cases contracting very 
substantially. 

1949 
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It should be realized, though, that comparisons 
with a year earlier are from a relatively high base, 
and that final 1949 net of numerous well situated 
concerns should appear entirely satisfactory by 
normal standards. In other words, while 20 retail 
trade organizations reported aggregate earnings in 
the first six months off 23.5%, it is only in a few 
exceptional cases that their components are likely 
to reduce dividends this year and even here it might 
involve only the omission of year-end extras. 

Another encouraging factor bearing on earnings 
prospects is the general reduction of inventories. At 
the end of June, statistics covering 296 department 
stores, for example, showed inventories smaller by 
$44 million than a year earlier. Commitments for 
additional merchandise were even more significantly 
reduced, by $175 million. Combined stocks and 
orders in relation to sales established a ratio of 3.5 
compared with 3.9 as of June 30, 1948. As total 
sales of this group in June amounted to $319 mil- 
lion, only $19 million below the same 1948 month, 
it seems clear that their inventory position is emi- 
nently sound and that ample room has been pro- 
vided for the acquisition of new goods in line with 
price trends developing at the manufacturing level. 


Better Balanced Inventories 


Furthermore, inventories have become increas- 
ingly better balanced since the beginning of the 
year, with unwanted merchandise largely cleared 
off the shelves. Avoidance of further continued in- 
ventory losses will also be enhanced by Treasury 
rulings in effect this year that permit department 
stores to account on a LIFO basis, in contrast to a 
year earlier when no such benefit was allowed. 

While the inventory situation is healthy, competi- 
tion has become so intense that markups on new 
purchases are apt to be very conservative during 
the balance of 1949. This, though, would not apply 
to large turnover of distress goods that are still be- 
ing unloaded on the mar- (Please turn to page 605) 
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Pertinent Statistics on Merchandising Stocks 








1948*. 





Net Sales 


Net 


Net PerNet Sales 


—Interim Reports 1949— 


Net 


Net Per Est. Net Recent 
($ mil.) Margin Share ($mil.) Margin Share Per Share Price 


1949} 


Div. 


Div. 
1948 Yieldt Rating 





Invest- 
ment 


COMMENTS 





Aldens 








casts cacpigass SEES 


1.7% $3.68a $17.3¢ 


4% 


$.07 ¢ 


$3.00 


$15 


$1.50 


10.0% 


B3 


Third largest mail order house, 
Sales trend slightly down. But 
earnings should amply cover reg. 
ular dividends. 








Allied Stores 
X 


419.2 


3.8 


7.14 


91.36 


2.7 


1.08 e 


5.25 


31 


3.00 


9.7 


B3 


Markdowns may continue to de. 
press earnings and reduced sales 
of durables an adverse factor, 
Not much chance, though, of 
variations in dividend rate. 





Arnold Constable __. 


23.2 


4.1 


2.84 


5.4e 


n.d. 


n.d. 


8.3 


Rather stable earnings indicated, 
—s from well sustained de. 
mand for women's apparel. A 
liberal year-end extra is looked 
‘or. 





Associated Dry Goods__. 


150.9 


1.60 


11.4 


B3 


Six months volume off only 3.5% 
but 1949 net may not fall below 
$3 per share. No change in 4 
cents quarterly expected. 





So ©. nena 


7.3 


4.76 


17.4 


3.8 


at 


2.00 


8.0 


B3 


Unit sales very satisfactory but 
markdowns are narrowing mar- 
ins. The anticipated decline in 
ull year net should not affect 
dividend stability. 





Sony IOS oa 


168.1 


Ba 


3.15 


40.2 e 


3.1 


73 e 


1.20 


6.7 


Gr2 


New acquisitions may lift volume 
but operating profits tend to di- 
minish, without indications of any 
lower dividend rate. 





Consolidated Ret. Stores 


35.6 


4.2 


15.9g 


3.5 


1.33g 


1.30 


10.8 


C3 


Volume continuing to prove stable 
but higher costs slightly reducing 
earnings. Maintenance of 30 cents 
quarterly dividend is indicated. 





Federated Dept. Stores. 


358.6h 


3.7 


5.25 h 


29 


6.9 


B2 


First six months’ volume higher 
but inventory adjustments holding 
net at slightly reduced level. Fair 
chance that 1949 dividends may 
exceed last year’s $2 per share. 





Gimbel Bros. a. 


307.3 


2.5 


4.17 


66.56 


n.d. 


14.2 


B3 


Generally higher costs and con- 
tinued markdowns cut into 1949 
earnings. Dividends at 25 cents 
per share, reduced last spring 
from 50 cents, should continue. 





rant, we Ts 


233.9 


4.0 


3.67 


115.3 k 


n.d. 


n.d. 


3.35 


24 


1.50 


6.3 


B2 


Increased unit volume offset by 
reduced prices thus far in year. 
Later markdowns may reduce 
earnings somewhat but year end 
extra may supplement quarterly 
dividends. 





iornen, 4.1. 
X 


101.6 


4.97 


21.306 


3.7 


666 


4.35 


40 


6.2 


Moderate advance in volume may 
continue due to new store open- 
ings. Slightly lower full year earn- 
inas probable but 50 cents quar- 
terly dividend secure and extra 
possible. 





Interstate Dept. Stores 


66.9 


2.4 


5: 


5 


28.6 f 


n.d. 


22 


2.00 


9.1 


B3 


High costs and lower margins ex- 
pected to reduce 1949 net by 
about 30%, but should adequately 
cover 50 cents quarterly divi- 
dends. 





289.1 


7.5 


3.05 


146.0 k 


n.d. 


n.d. 


3.75 


4l 


6.1 


Addition of new units stabilizing 
volume but somewhat lower earn- 
ings a. A year-end extra 
may be paid to make total divi- 
dends around at least $2.25 a 
share. 





LOS TR, SE ae ee 
xX 


165.4 


7.8 


5.46 


83.6 k 


n.d. 


n.d. 


5.25 


58 


7.3 


B2 


Increased facilities and able mer- 
chandising may hold earnings 
pw steady. Continued liberal 
dividend palisins likely. 





Lane Bryant _... 


36.1 b 


3.4 


2.06 b 


13.%e 


3.4 


Ble 


1.00 


10.0 


B2 


Use of LIFO inventory methods 
should prevent more than nominal 
dip in earnings. 25 cents quarterly 
dividends secure. 





Lerner Stores —...... 


126.9 


4.7 


63.3 f 


3.7 


1.41 


24 


1.62!/2 


6.8 


B2 


Despite increased sales outlets, 
lower prices likely to reduce 1949 
volume. Net earnings likely to dip 
but 50 cents quarterly dividend 
seems safe. 





PiGey, fe ote oo 2 


315.0 


2.6 


4.39 


67.8 | 


1.4 


46 | 


33 


2.50 


7.6 


B2 


Volume holding fairly well con- 
sidering current conditions. Rea- 
sonable dividend coverage indi- 
cated and year-end extra may be 
paid. 





$—Based on 1948 dividends. 
t—Or 1950 fiscal year. 

*—Or 1949 fiscal year. 

a—1!3 months to January 31, 1949. 
b—8 months to January 31, 1949. 
c—I14 weeks to ‘May 6. 

e—3 months to April 30. 











f—6 months to July 31. 
g—6 months to June 30. 
h—Fiscal year ended July 31, 1949. 
k—7 months to July 31. 
I—13 weeks to April 30. 
m—24 weeks to July 16. 
n.a.—Not available. 
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Pertinent Statistics on Perchandising Stocks (Continued ) 








Net Sales 


($ mil.) Margin 


1948* 
Net 


Net 


—Interim Reports 1949— 
Net PerNet Sales 
Share ($ mil.) 


Net Per Est. Net Recent 
Margin Share PerShare Price 


1949+ 


Div. 
1948 


Div. 


Invest- 
ment 


Yield¢ Rating 








COMMENTS 





1 Marshall it] | eon 2 


224.5 


5.0 


5.45 


92.89 2.2 


J7g 


Jao 


23 


2.00 


8.7 


B3 


Store sales only slightly off but 
curtailed textile operations ad- 
versely affect earnings. Dividends 
of 50 cents quarterly may con- 
tinue. 





May Dept. Stores... : 
X 


407.3 


4.8 


6.44 


90.8e n.a. 


n.d. 


45 


3.00 


6.7 


B3 


Good management and aggres- 
sive policies gg earnings at 
satisfactory level. No change in 
75 cents quarterly rate is iikely. 





| 


|McCrory Stores... 


5.6 


42.39 4.0 


l.41g 


4.40 


33 


8.5 


B3 


More ample facilities aid to 
stabilize sales. While net earn- 
ings may dip somewhat, coverage 
of 50 cents quarterly dividend sure 
and chance for year-end extra. 





McLellan Stores: =... 


55.5 


§.5 


23.6 f 


n.d. 


21 


2.00 


7 


B2 


High level sales continuing but 
markdowns in last half year may 
slightly reduce annual earnings. 
The increased 31'/2 cents quarterly 
dividend should be well covered. 





Melville Shoe 


7.1 


2.64 


38.89 6.7 


1.15g 


23 


1.80 


7.8 


B2 


Volume for first half closely 
matched year earlier and earn- 
ings declined only slightly. 45 
cents quarterly dividend should 
remain stable. 





iMercantile Stores .. 


119.1 


4.3 


3.44 


51.6f na. 


6.7 


B3 


Growth impressive in recent years. 
Conservative dividends of 25 cents 
quarterly should continue despite 
prospectively lower earnings in 
current year. 





| 


Montgomery Ward __._. 


1,211.9 


5.6 


10.28 


239.3e 4.0 


1.42e 


7.00 


53 


3 


A2 


July sales lower by 21% but de- 
cline for six months held to 13.1%. 
Net earnings in first quarter de- 
clined about 33% and full year 
net will probably follow pattern. 
But no change in 75 cents quar- 
terly dividend expected. 





| Murphy, Es A omen 
x 


137.6 


7.0 


72.8k n.a. 


45 


5.0 


A2 


Well financed distributor with 
sales trending up in 1949. Full year 
earnings should be comparable 
to 1948. A year-end extra may 
supplement 37'/2 cents quarterly 
dividends. 





| 
|National Dept. Stores 


2.9 


3.32 


19.8e n.a. 


n.d. 


1.00 


5.9 


B3 


Promotion of popular priced 
goods successful in stabilizing 
volume. Earnings may dip slightly 
this year but no variation in divi- 
dends likely and extra may be 
forthcoming later. 





|Neisner Bros. ...... 


” 576 


3.0 


2.92 


248g 1.8 


2.30 


1.00 


7.1 


Increased facilities benefitting 
volume. Moderate decline in 
earnings anticipated, though no 
threat to dividend stability. 





Newberry, 1 


134.8 


5.4 


4.55 


66.3 k 


n.d. 


n.d. 


4.55 


33 


2.00 


6.1 


B2 


Volume gained 4.6% in first half, 
a prospective offset to narrower 
margins for full year. 50 cents 
quarterly dividends should con- 
tinue to be paid. 





ifeuney, bo 
| xX 


885.2 


5.4 


5.80 


376.59 4.5 


2.00 g 


5.00 


50 


5.0 


A2 


Largest junior department store 
chain experiencing uptrend in 
volume but full year net may de- 
cline slightly. The 50 cents quar- 
terly dividend is safe and an 
extra is expected later. 











Sears, Roebuck _.. 


2,296.0 


6.0 


BY 


1.40 m 


4.25 


4| 





Spiegel .. 


134.6 


3.3 


55.5g 


def.65g 


def. 


5.5 


A2 


Volume off moderately in first 
half year and inventory mark- 
downs tend to narrow margins. 
Full year net may be about 30% 
below a yeor earlier. 50 cents 
quarterly dividend secure and an 
extra may be in sight. 





C+3 Lower sales 


declining prices and 
rigid costs forced operations into 
red in first six months. Some re- 
cuperation probable but 1949 net 
should be no more than nominal. 
No early resumption of dividends 
expected. 





Woolworth, F. W. 
x 


623.9 


7.0 


4.48 


310.0 k 


n.d. 


n.d. 


4.00 


48 


2.50 


5.2 


A2 Full year volume likely to recede 


moderately. Net earnings, also, 
may be slightly lower. Ample 
coverage of 50 cents quarterly 
dividend probably assured. 








t—Based on 1948 dividends. 
t—Or 1950 fiscal year. 
*—Or 1949 fiscal year. 

a—1!3 months to January 31, 1949. 
b—8 months to January 31, 1949. 
c—14 weeks to May 6. 
e—3 months to April 30. 


f—6 months to July 31. 
g—6 months to June 30. 


h—Fiscal year ended July 31, 1949. 


k—7 months to July 31. 
I—13 weeks to April 30. 
m—24 weeks to July 16. 


n.a.—Not available. 
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5] he paper industry showed clear evidence in 
the first half year that its process of readjusting to 
changed economic conditions followed very closely 
the general industrial pattern. Demand and prices 
for many classes of paper products headed down- 
ward, excepting newsprint, with the natural result 
that production was curtailed on a wide scale. In 
like manner, virtually all concerns in the industry 
reported reduced volume and earnings. 

Never before in history, however, was the indus- 
try so well fortified with physical and financial re- 
sources to meet the inevitable impact of corrective 
forces that surge to the front after every boom 
period. Another encouraging factor is that paper 
products are so rapidly expendable and so broadly 
used that inventory depletion is relatively rapid in 
a period like the first six months of 1949, when both 
distributors and consumers marked time in purchas- 
ing. It is estimated that at midyear, inventories at 
every level were only about half their 1947 peak. 
Hopes are rather valid, therefore, that fall will 
bring an essential upturn in order placements and 
for a time at least restore a measure of stability to 
both shipments and prices. 

Meanwhile producers of newsprint have few 
grounds for complaint, for stepped-up promotional 
activities by all manufacturers of consumer goods 
have increased advertising lineage; thus newsprint 
production increased 7% in the first six months of 
1949. This division, though, has so increased capac- 
ity that competition is sure to force price conces- 
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. Further Adjustment for... . . 


PAPER COMPANIES? 


By H. F. TRAVIS 





sions, with resultant lower dollar volume and earn: 
ings for full 1949. 

On the heels of virtually a decade of unusual 
prosperity in which aggregate sales of the industry 
rose from $1.45 billion in 1939 to $5.43 ballion in 
1948, a readjustment to more normal levels is of 
course to be expected. There are sound grounds to 
assume, however, that while the new plateau may 
be substantially below the boom peak, it will remain 
permanently far above prewar. An increase of 17 
million in population during the last ten years and 
a vast rise in national income, along with many 
new and improved paper products, would seem to 
substantiate this premise. It is interesting to note 
that consumption of paper and paperboard on a per 
capita basis in the last half century has expanded 
by 525% compared with a gain of about 100% in 
population. Thus over the long term, the outlook for 
high level sales is bright. 


Demand Fell Abruptly 


The abrupt decline in demand that started late 
last year and gained force in the spring months not 
alone caused many paper and board mills to reduce 
output, but actually forced a number of marginal 
concerns formerly kept busy by unprecedented de- 
mand to shut down completely. Total production of 
9.7 million tons of paper and paperboard in the first 
six months was 13% below the same 1948 period. 
It is probable that opera- (Please turn to page 603) 
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Container Corp. of Am. 131.1 7.9 


Gown Zellorbach 





[Great Northern Paper... n.a. 


Financial Data on Leading Paper Companies 








—-—---- 1948 
NetSales Net 
($mil.) Margin 








1949 ~ Invest- 


NetPer Est.Net Recent Div. Div. ment 
Share PerShare Price 1948 Yieldt Rating COMMENTS 





Champion Pap. & Fibre $80.7f 12.4% $8.70 $20.2a na. 


n.a. $5.00 $24 $2.00 8.3%  B3 Earnings for fiscal 1950 re Bare 


match year previous but should 
satisfactorily cover current quar- 
terly dividends of 50 cents per 
share. 








ae 19.6 9.2 


—— a 


|Gaylord Container 60.3 13.4 


Gair, Robert 45.8 9.3 


168.26 12.6 





6.65k “6.50 7 29 7 1.00 ° 34 C42 Aggressive promotional activities 





2.03 4.00 ze Od i. 7.5 











$3.45 6.00 35 4.50 12.8 B3 Reduced demand and lower prices 


in first six month lowered earn- 
ings 14%. Probable full year net 
of $6 per ghare, though, should 
stabilize dividends. 


hae 7 5.00 25 2.00 poe 8.0 C+ 3 Leading West Coast producer of 


paper and board. Lower earnings 
in sight, though ample margin 
over conservative 40 cents quar- 
terly dividend indicater. 


rewarding. Gain In volume and 
earnings suggests that 25 cents 
quarterly dividend may be lifted. 


53 ¢ 2.25 19 1.50 i 19 B3 Severe price competition narrow- 


ing margins, but company is well 
entrenched and a low cost pro- 
ducer. The 37!/, cents quarterly 
dividend seems safe. 


94g 1.80 a 6 70 7 11.7 ; C+3 Percentage decline in net likely to 


exceed reduced volime rate. But 
no change expected in conserva- 
tive 10 cents quarterly dividend. 


2.76 5.00 38 2.80 14 7 C+2 Another excellent year indicated. 


Increased earnings support pros- 
pects of year-end extra to supple- 
ment quarterly dividends of 50 
cents. 





1.37 2.25 a 3 i 1.50 15 C43 Margins narrowed by smaller sales 


and rigid costs. Chances that 25 
cents quarterly dividends will 
- continue are good, though. | 


5.95 h. ‘11.00. 53 5.00 9.4 B2 14% lower sales in initial six 


months reduced net at about same 
rate, indicating good cost con- 
trols. $1 quarterly rate secure but 
year-end extra uncertain. 


B3 Moderately lower volume indi- 
cated with net declining perhaps 
20% from last year's high level. 
No variation in dividend prob- 
able. 








3419 7 6.00 40 7 1.62!/2 4.1 B3 Enlarged capacity may prove 


slightly burdensome for a while. 
Good trade position may mini- 
mize prospective decline in net. 50 
cents quarterly dividend secure. 


“159¢ 3.00 13 2.00 15.4 C43 Smaller scale operations should 


contract earnings but recently re- 
duced 25 cents quarterly dividend 








2.87 6.00 : 25 1.25 5.0 C+3 Curtailed production pinching 


not likely to change. _ 





-42 1.00 6Y> 1.20 18.5 C+3 Price cuts and reduced sales par- 


ing net rather noticeably. Divi- 
dend recently lowered to !0 cents 
quarterly but stability uncertain. 


margins on smaller volume. The 
50 cents dividend paid in first 
three quarters may continue but 
not too well assured. 








Sutherland Paper «...... 27.0 TT 





54 jf 1.00 7 .80 11.4 C+3 Sharp drop in demand fe first half 


reduced net income 63%. Improve- 
ment expected but maintenance 
of 15 cents quarterly dividend not 
certain. 





Hinde &Dauch...... 33.8 HB 
Intemational Paper... 458.8 10.6 
| X 
|Kimberly Clark... 117.6 7.0 
| X 
lly Tulip. 2612 
Mead Corp. 84.8 
Notional Container... 38.7 16.0 2.28 
ROVOnIOn oo) 1684 16.1 
| X 
St. Regis Paper... 162.7. 9.1 
Scott Paper 23.6 52 

X 








2.74 5.00 59 ; 2.27 4.0 BI Leading maker of tissues, paper 


towels and wax paper still enjoy- 
ing record prosperity. 62!/2 cents 
quarterly dividend secure. 





2.49 5.00. 34 2.50 14 B3. First six months net income 22% 


below a year earlier, but no im- 
mediate threat to 50 cents quar- 





Union Bag & Paper... 76.5 17.8 


2.19 5.00 25 4.00 16.0  B—3 Largest maker of paper bags. 


—— _terly rate apparent. 





argins compressed by declining 
volume but demand likely to re- 
cover. Payments of 50 cents quar- 
terly dividends probable. 





Na Pulp & Paper... 93.2 11.6 


6.72 e 9.00 40 4.00 10.0 B3 Important producer of white 


paper and kraft with outlook en- 
hanced by large scale plant im- 
provements. Dividends should 
continue liberal, including pay- 
ment of extras. 








a—3 months to June 30. 
b—Fiscal year ending in 1949. 
c—24 weeks ended June 12. 
e—9 weeks to July 31. 

f—I 1 months to March 31. 


g—3 months to March 31. 

k—1I2 months to June 30. 
n.a.—Not available. 

h—After special reserve. 

t—Based on 1948 dividends. 














SEPTEMBER 10, 1949 


3591 























Dividend Outlook 


for 


RUBBER 
STOCKS | 


By STANLEY DEVLIN 


bd | he first six months of 1949 marked a period 
in which the rubber industry no longer reflected the 
stimulus of boom conditions induced by shortages. 
Supply and demand factors have become well bal- 
anced in the current year, competition has increased 
and the business has settled down to a peacetime 
pattern. Despite record activity in the motor indus- 
try that stabilized sales of original equipment, re- 
placement tire volume lessened somewhat, backlog 
orders shrank and price reductions cut into margins. 
First half year earnings of most concerns in the 
industry declined under the impact of readjustment 
problems, with several marginal concerns running 
into red ink and passing their dividends. Thus far 
only one of the major units, United States Rubber 
Company, has lowered its dividend and this may 
prove to be only a temporary measure, for the gen- 
eral outlook for the industry has many bright 
aspects. 

Prospects that production of passenger cars and 
trucks may total around 6 million units in the cur- 
rent year, an all-time record, suggest that about 30 
million tires will have to be provided for their 
equipment. Then, though the demand for replace- 
ment tires is steadily trending downward, the tre- 
mendous number of powered vehicles on the roads 
has required an average of more than 3 million tires 
in the first five months of 1949. If shipments of the 
latter continue at this rate, the industry can count 
on a full year total of around 66 million for this 
division, aside from possibly 10 million tires for 
tractors and airplanes. A reduction of from 5% to 
714% in tires prices last June, however, will reduce 
dollar volume and cut into operating margins, a 
trend that began early this year for other reasons. 

Results of the “Big Four” in the rubber industry 
for 1949 will probably show considerable variation, 
depending in part upon operating policies and ad- 
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vantages derived from postwar modernization and 
expansion. Non-tire items, such as footwear, me 
chanical rubber goods, foam rubber and plastic 
account for about half of total sales in the case oi 
some concerns and a few, like Firestone and B. Ff. 
Goodrich, operate large chains of retail outlets 
Heavy reliance on markets for either original tire 
equipment or replacements affects the earnings po 
tentials of other concerns. Margins on replacement 
tires are normally wider than on those bought in 
large quantities by the automobile manufacturers 
for new cars. This factor presently is becoming 
more significant as replacement demand tends to 
soften while sales of original equipment approach 
a peak. There is a chance, of course, that this trend 
may be modified later in the fall if sales of automo- 
biles start to decline, as many authorities predict. 


Foreign Market Risks 


Further variations in earnings may be accounted 
for by developments in foreign markets where our 
leading domestic rubber companies have large 
amounts of invested capital and lean strongly on 
export potentials. Losses on foreign exchange have 
become increasingly substantial and in some in- 
stances serious difficulties have occurred in convert- 
ing dividends from foreign subsidiaries into dollars. 
Variable policies as to setting up reserves for these 
and other contingencies are likely to be reflected in 
full year earnings statements when they appear. 
Also, export sales potentials will hinge importantly 
on policies of the ECA as well as on what further 
restrictions on imports may be placed by a number 
of Latin-American nations. 

The most encouraging aspect of the industry’s 
outlook is its supply situation. In contrast to prewar 
years when volatile prices for natural rubber fre- 
quently occasioned severe inventory losses, ample 
capacity to produce synthetic rubber now assures 
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exceptional stability of supply. Prices for natural 
rubber have steadily declined to a current level only 
a fraction above 16 cents a pound from as high as 
95 cents last year. Quotations for synthetic rubber 
remain steady at 1814 cents a pound, showing that 
the latter has lost its former price advantage. But 
the war-born synthetic rubber industry is here to 
stay and henceforth will always assure a relatively 
stable ceiling on raw rubber prices, not to mention 
abundant quantities. 

The Government still retains title fo a number of 
large synthetic rubber plants operated by private 
concerns, but plans are gradually being formed that 
eventually should turn most of them completely over 


‘to private industry. Until June 30, 1950, plants 


capable of producing 665,000 tons of svnthetic rub- 


' ber will be operated or held in standby condition 
‘and the rubber industry presently is obligated to 
‘consume a minimum of around 200,000 tons an- 
‘nually. In 1948, the industry actually used about 
a 623,000 tons of natural rubber compared with 
around 442,000 tons of synthetic material of dif- 


ferent grades, in line with Washington policies to 
aid in the recovery of foreign countries. 


Potentials of ‘‘Cold Rubber’ 


This important improvement in supply conditions 
is further emphasized by the newly developed “cold 
rubber” that promises to exceed natural rubber in 
wearing qualities by about 30% as applied to tire 
treads. Where formerly consumer popularity for the 
natural product was marked, it looks as if this 
favoritism will soon be reversed. The new material 
has such potential merit that the Government has 


ordered 183,000 tons of synthetic capacity converted 
to production of cold rubber while production by 
private firms should swell tetal output to 200,000 
tons. It is estimated that this interesting new ma- 
terial can be produced for not more than 1814 cents 
per pound and probably less in time. This should 
lend stability to the operations of the entire indus- 
try through assurance of stable costs, and encourage 
the development of many new users. 


Natural Rubber Not to be Replaced by Synthetic 


As yet of course there is no indication that syn- 
thetic rubber will completely supplant the natural 
product for some time to come. For numerous pur- 
poses, natural rubber has qualities impossible to 
match. But for long enduring treads and for many 
other items, cold rubber (processed at 41 degrees 
F.) will provide keen competition and probably 
expand the number of more than 50,000 different 
products now produced or developed by the industry. 
Durability of tires is not only beneficial to the auto- 
mobile industry, but more specially to makers of 
tractors, farm and road equipment, aircraft and 
military items. The new rubber also may be a factor 
in other directions that now furnish increased com- 
petition with metal and wood materials. Consider- 
able headway has been made in postwar by com- 
bining rubber and plastics to form tops for tables 
and kitchen sinks, as well as to make radio cabinets 
and luggage. Research has brought foam rubber 
cushions and mattresses, “permanent starch,” 
strengthened cotton yarns, new paints, conveyor 
belts of astonishing efficiency and improved water- 
proof materials. These (Please turn to page 603) 








Statistical Position of Leading Tire and Rubber Companies 





NetSales Net 
$ mil.) Margin Share 


1948———__—_-. —_First Half of 1949-—— 
NetPer NetSales Net NetPer Est.Net Recent Div. 
($mil.) Margin Share PerShare Price 1948 


Invest- 
Div. ment 
Yield Rating COMMENTS 


1949 





Dayton Rubber... $27.3 2.7% $1.44 $11.7 .6% $.05 


$8 $1.20 


$1.00 15.0% C+3 — decline in first half year earnings 


ose to brevk-even point may prevent 
dividend stability at reduced 15 cents 
per share quarterly level. 





Firestone Tire & Rubber.. 633.9 4.4 13.84 276.5 3.0 4.02 
X 


Strong finances and excellent trade 
status should assure satisfactory earn- 
ings at normal levels. No change in 
dividend policies anticipated. 


8.00 47 4.00 8.5 B3 





General Tire & Rubber... 105.9 4.5 7.33 


Increased non-tire activities and effi- 
cient management should minimize 
downtrend in net. 1949 total dividends 
may be $2 per share. 


1.00 18 2.00 I1.l ea 





Cocodrich; B.iF..-. 4198 5:7 657 (92.5 46 6.02 
X 


Earnings should recede from 1948 high 
level, but favorable trade and financial 
position likely to stabilize payment of 
$! per share quarterly dividends. 


12.00 63 8.7 B3 








Goodyear Tire & Rubbe: 704.9 3.4 10.25 311.8 2.6 3.24 


Full year earninas will fall short of 1948 
but decline probably will not threaten 
dividends at current rates. Foreign trade 
factors not too encouraging. 


6.00 40 4.00 10.0 B3 





Lee Rubber & Tire... «=-35.7 5.6 4.8 2.93 


An aaqaressive smaller unit in the indus- 
try. Reduced prices and somewhat lower 
volume should bring smaller earnings 
but dividend seems secure. 


39 9.0 B3 





Norwalk Tire & Rubber... 6.3 def.48 3.la —. def..l0a 


Increased competition and sharply re- 
duced sales of replacement tires likely 
to create deficit for 1949. Dividend re 
sumption remote. 


Nil ee C3 





Seiberling Rubber __.__ 28.4 75 12.0 _. defl.22 


15% drop in first half year sales forced 
overations into red, occasioning omis 
sion of dividends on preferred as well 
os common. 


42 .25 5.5b C+3 





U. S. Rubber S72) 3.5 8.48 258.3 2.6 2.30 


Losses on foreign exchange, smaller 
sales and reduced prices adversely af 
fecting earnings but recovery potentials 
good. Reduced dividends of 50 cents 
quarterly may prove stable. 


6.00 33 5.00 15.2 B—3 





a—6 months fo March 31. 
b—Latest Dividend omitted. 


{—Based on 1948 dividends. 
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September 


The month of September has 
not dealt too kindly with the 
stock market over the years. 
There may be various reasons 
why. Labor Day is a kind of 
psychological dividing line be- 
tween summer and autumn. When 
conditions are not good, there is 
perhaps a human tendency to 
think or hope that they will be 
better “after Labor Day”; or, if 
they are good, to hope they will 
be even more so. Either way, 
hopes have more often been dis- 
appointed in September than not. 
Again, there has been some de- 
gree of “summer rally” in most 
years. Particularly when such 
moves run into August, the tech- 
nical position of the market is 
weakened, greasing the skids 
more or less for September. Ad- 
vances of significant scope in this 
month have, with few exceptions, 
been seen only in major bull mar- 
kets. Whatever we may be in 
now, this column is fairly sure 
it is not a major bull market. For 
the record, there were material 
net gains in the Dow industrial 
average in September in 11 years 
out of the last 50, declines in 20 
years, only slight change in 19 
years. Perhaps September is most 
notable for having brought the 
start of the great 1929-1932 bear 
market, and the “confirmation” 
of the 1937-1938 bear market. 


Fast 
American Woolen, which had 


594 


lean pickings for many years be- 
fore the war, earned a record 
$21.05 a share in 1946, $16.46 in 
1947 and $15.92 last year. Now 
some semblance of “normalcy”’ 


-seems to have returned. For the 


first half of this year, after a 
large inventory write-down, the 
company netted exactly 36 cents 
a share; and, excepting for a tax 
credit, would have shown a loss. 
The stock is down very sharply 
from the 1946 bull-market peak 
of 7034, and also from this year’s 
more modest high of 385. The 
writer cannot think of any rea- 
son why anyone should buy it 
now, despite the current rebound 
in the textile business. It could 
go still lower in time. 


Also Ran 


In the second quarter of this 
year, the automobile boom was 
still running strong for the lead- 
ing companies — but not for all 





makers. Kaiser-Frazer lost $2,- 
836,518, bringing the loss for the 
first half to $8,141,816. General 
motors, Chrysler and Studebaker 
had record profits for this period. 
It’s tough business for the “also 
rans.” We told holders of Kaiser- 
Frazer some time ago that, no 
matter how low the stock looked, 
they could still save some money 
by selling it. That remains s0, 
for this issue is still a fair dis- 
tance above zero. 


Studebaker 


Qualified observers of the new 
Studebaker models believe that 
they are probably capable of 
maintaining the companys’ posi- 
tion as the most strongly-situated 
maker outside of the Big Three. 
Confidence in the competitive 
prospects of these cars, as well 
as the excellent current earnings, 
account for this stock’s large rise 
from its 1949 low. It is still a 








American Hide & Leather.......................... 
American Locomotive .....................c00eeee 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1949 1948 
Year ended June 30 $ .51 $ .29 
6 mos. June 30 1.50 89 
6 mos. June 30 3.79 2.58 
6 mos. June 30 1.07 ‘a7 
6 mos. June 30 2.21 1.63 
6 mos. June 30 2.74 2.56 
3 mos. June 30 1.02 49 
28 weeks July 16 3.48 3.36 
12 mos. June 30 6.11 5.15 
6 mos. June 30 1.56 1.07 
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speculative issue. We would not 
buy it now — but if we had 
pought it at substantially lower 
prices for a longer-term play, we 
Swould be inclined to sit with it. 
The stock might eventually go 
‘higher, when more people get 
‘envinced that Studebaker has 
‘the stuff at least to hold its own 
ynder the more competitive sell- 
‘ing conditions which lie ahead. 
The year’s low was 1614. Recent 
price: 223%. 
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Now that second-quarter earn- 
ings of the great majority of com- 
panies are known, what about 
third-quarter prospects? The out- 
look is mixed, but total earnings 
probably will be at least moder- 
ately above those of the second 
quarter, although well under 
those of the third period of last 
year. Among the major lines 
which fared well in the second 
quarter, only steel is likely to fare 
worse in the third. Automobiles, 
utilities, natural gas and most 
others which have been doing well 
will still do well. Some which 
have not been doing so well will 
do better. That is so of rails, due 
partly to higher rates applicable 
to about one month of the period 
and to a cut in recent heavy main- 
tenance outlays; of textiles, non- 
ferrous metals and a few other 
lines in which there has been 
some recovery in ordering or 
prices or both. Then, too, the 
third quarter is seasonally best 
for the important oil industry. 
Whether that means much, if any- 
thing, to the stock market is 
something else again. Last year 
total corporate profits were $20.1 
billion, and the market was un- 
able to enthuse much over them. 
Recently they have been at an 
annual rate of a little over $15 
billion. Perhaps this could rise to 
arate of $15.5 to $16 billion for 
the third quarter. What the mar- 
ket mainly lacks is not respect- 
able current earnings but longer- 
term confidence. 


Steel 


It looks like anything that 
might happen in September, after 
the “fact-finding” board has its 
say on steel wages and related 
union demands, will be bad for 
the steel industry. It would be bad 
for profits, already down, to 


grant any wage boost. It would 
be bad if there is a strike. There 
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could be a strike if the union 
found the board’s report unsatis- 
factory. There could be a strike 
if the companies found the recom- 
mendations unsatisfactory and 
refused to follow them. This col- 
umn would bet on the latter, if 
it had to bet on a situation so 
uncertain. Whatever happens, 
steel stocks are not among the 
best issues to hold at the present 
time. For that matter, they rarely 
are. 


Ceiling Low 


Air transport companies will 
fare considerably better this 
year than last — which is no 


great feat, since most of them 
were heavily in the red in 1948. 
In few instances will  stock- 
holders get even a dime of the 
profits in dividends, financial 
needs and prior claims being what 
they are. These stocks have been 
pretty widely “tipped.” Most of 
them are pretty well up from the 
year’s low but have not gone any- 
where in more recent weeks. 
Probably selling them at present 


levels would make more sense 
than buying them. 
Groups 

Stock groups recently acting 


well include: beer brewers, ce- 
ment stocks, chemicals, confec- 
tionery, fertilizer, finance com- 
panies, foods, paper, retail trade, 
shoe manufacturers, textiles, to- 
bacco products and utilities. To 
cite them here is not a recom- 
mendation to make _ purchases 
among these groups. Obviously, 
any group showing strength will 
“look good” up to the moment it 
tops out. There is no assurance 
that some of these have not al- 
ready gone about as far, or nearly 
so, as they are going. Taking 
earnings and dividends into ac- 





count, which of those mentioned 
seem most likely to retain the bulk 
of their gains and to hold up rela- 
tively well in periods of market 
weakness? In this column’s view, 
they are cement stocks, confec- 
tionery, finance companies, tobac- 
cos and utilities. 


Backward 


Weighing recent positions 
against previous highs and lows 
for this year, here are some of 
the groups which have performed 
worst on the summer rally: auto 
accessories, coal, household fur- 
nishings, leather, metal fabricat- 
ing, the radio-television-broad- 
casting group, railroads, rail 
equipment, steel, tires and woolen 
goods. 


In Brief 


Standard Steel Spring might 
be earmarked for speculative pur- 
chase on a good market sell-off, 
for this is an “up and coming” 
company ... National Tea is a 
stable-industry situation showing 
real promise under its relatively 
new management... If you have 
some idle funds, a high yield is 
imperative and you cannot take 
much speculative risk, you might 
consider Helme, one of the three 
chief makers of snuff, offering a 
current yield of around 7.5% .. 
In the nature of their financing 
operations, Commercial Credit 
and CIT are assured of satisfac- 
tory earnings not only this year 
but at least through 1950... 
Among the stocks disliked by this 
column are Baldwin Locomotive 
and International Tel. & Tel. 
Whatever their level now or three 
months from now, as a long term 
matter you probably will save 
money by selling them, in case 
they happen to be among your 
holdings. 














DECLINES SHOWN IN RECENT EARNINGS REPORTS I 

1949 1948 
American Smelting & Refining ................ 6 mos. June 30 $3.28 $5.18 
PMR ONE CORN 5 55.5555 55 css sc Sccenskceenncece . 6mos. June 30 2.80 4.21 
Archer-Daniels-Midland ...........................- Year June 30 7.37 7.55 
cre ieicies” CREO oaks ois cnn cod sce cccsce ccs soveens Year June 30 4.43 5.06 
Wer N Cte INN soca conte sa cancstcc sivedenvavessvaesasnaensss 6 mos. June 30 2.56 3.14 
Wares oo ov a ctcetn dass can ancotnannnnees 6 mos. June 30 1.09 2.53 
General Tire & Rubber............................ 6 mos. June 30 41 2.46 
International Paper ......................::::c 6 mos. June 30 6.79 7.89 
easier Cast asin. oe sons coc ckcsccsesene: 6 mos. June 30 42 1.32 
STO Wrt WFNS «2 5605-.00cc0ccecsccccccsecceseses 6 mos. June 30 -62 1.45 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 
4. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Burroughs Adding Machine Co. 

Please advise the reason for the net 
decline in earnings of Burroughs Add- 
ing Machine in the first half of 1949 
and what is the outlook for the balance 
of the year. H. K., Norfolk, Virginia 

Burroughs Adding Machine 
Company reported income from 
domestic sales and service activi- 
ties during the first half of 1949 
totaled $45,656,414, against $45,- 
454,956 in the corresponding 1948 
period. 

Net profit for the period totaled 
$4,656,317, after providing $600,- 
000 for expenses in connection with 
the introduction of new products 
during the second half of 1949. 
This profit was equal to 93¢ a 
common share. For the first half 
of 1948, net income was $6,338,- 
641 or $1.27 a common share. 

The reduction in profits re- 
sulted from a marked increase in 
certain marketing and engineer- 
ing expenses and in the expenses 
involved in accelerating prepara- 
tions for the introduction of new 
products. The task of filling the 
company’s postwar backlog was 
substantially accomplished during 
the first half of this year, permit- 
ting the adjustment of acceler- 
ated production schedules to a 
level commensurate with existing 
sales volume. 

The immediate outlook, with 
the order backlog reduced and in 
view of business conditions gen- 
erally, is for a lower volume of 
business in the second half than 
in the first six months of this 
year, but this lower volume will 


$96 


be considerably higher than the 
prewar 1935-1939 average, due to 
the enlargement of the company’s 
marketing organization and the 
improvement of its manufactur- 
ing facilities. 

Burroughs reported that cash 
and Government securities on 
hand June 30, 1949, totaled $9,- 
671,634 against $6,330,506 on 
June 30, 1948, and working capi- 
tal on June 30 last totaled $25,- 
699,560 against $23,105,103 the 
year before. 

Dividends are at a 20¢ quar- 
terly rate this year against 75¢ 
total paid in 1948. 


Best Foods, Inc. 


With the decline in commodity prices 
in the past year, I would be interested 
in knowing how Best Foods came out 
and whether they suffered any inven- 
tory losses. Please also advise on recent 
earnings and dividends. 

R. B., Nutley, N. J. 

Net income of Best Foods from 
operations during the fiscal year 
ended June 30, 1949 was equal 
to $3.14 a common share. How- 
ever, the company transferred 
$1,307,000 from the reserve for 
contingencies which brought to 
$4.01 a share the amount of profit 
transferred to earned surplus. In 
the 1947-48 fiscal year, earnings 
from operations were equal to 
$6.36 a common share. 

Dollar sales were off 14% to 
$90,176,629. While in the aggre- 
gate the tonnage was less than 
in the previous year, on some 
items volume increased. Gener- 
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ally, selling prices were lower, on 
some products sharply so, in line 
with greatly reduced prices of 
raw materials. 

Inventory losses were suffered 
during the year due principally to 
sharp decreases in the prices of 
vegetable oils, which account for 
a large proportion of the com- 
pany’s raw material purchases, 
The wholesale price of crude cot- 
tonseed oil (a major ingredient 
in margarine, mayonnaise and 
other company products) declined 
from an average of 35.4¢ a pound 
late in 1948 to an average of 10¢ 
a pound in June, 1949. 

In the 1946-1947 fiscal year, 
when oil prices were climbing 
rapidly, the company added $1, 
500,000 from earnings to the re- 
serve for contingencies, bringing 
the total to $3,003,800. All inven- 
tory losses for the year just 
closed were charged against 
earnings. However, since this 
was the major contingency for 
which the addition to the reserve 
account had been made, a total of 
$1,307,000 was transferred from 
the reserve for contingencies to 
earned surplus in the year just 
ended. 

During the past fiscal year, 
company’s earnings were good in 
the face of market conditions that 
were subject to rapid change. 
Financial position is strong with 
current assets of $30,197,778 and 
current liabilities of $8,397,784. 

Company is on the lookout for 
new products which fit into its 
present operations. Dividends in- 
cluding extras totaled $3.75 a 
share in 1948, and $2.00 which 
also includes extras, have been 
paid thus far in the current year. 


Cooper-Bessemer Corporation 


How does net income of Cooper- 
Bessemer Corporation compare in the 
first half of 1949 to results in the cor- 
responding period of the preceding 
year and what is the dividend rate on 
the common stock and outlook for the 
coming months? 

T. W., Pittsburgh, Pa. 


Earnings of Cooper-Bessemer 
Corporation after all charges for 
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the first six months of 1949 were 
$1,084,222 on sales of $16,100,- 
413, compared with earnings of 
$1,402,964 and sales of $17,491,- 
441 in the corresponding period 
of last year. The second quarter 
of 1949 showed substantial im- 
provement in sales and profits 
over the first quarter. On a com- 
parable common share basis, 
earnings were 61¢ in the first 
quarter and $1.98 in the second, 
making $2.59 for the six months 
compared with $3.35 for the first 
half of 1948. As usual with mid- 
year reports, these figures are 
subject to adjustments of the 
year-end audit. 

Two regular quarterly divi- 
dends of 75¢ each were paid on 
prior preference shares during 
the first six months. On April 25, 
the Board of Directors declared 
a stock dividend of 50% on the 
common stock, increasing the 
number of common shares out- 
standing from 263,487 to 395,155. 
In addition, cash dividends of 
50¢ were paid on the common in 
March and in June. Due to the 
increased number of shares as a 
result of the stock dividend, the 
June dividend was equivalent to 
75¢ on the old shares. After mak- 
ing allowances for all dividends, 
the balance of earnings reinvested 
in the business was $694,094. 

In spite of heavy cash pay- 
ments on the Sinking Fund note, 
on the Employees’ Profit Sharing 
Retirement Plan, and _ certain 
capital additions, no borrowing 
was required during the period. 
It is expected that further ex- 
penditures for plant moderniza- 
tion and expansion, which will 
continue at about the same rate 
throughout the year, will also be 
financed with retained earnings. 

Backlog of orders on June 30 
was $15,176,813. Although this is 
less than at the beginning of the 
year, it should enable the com- 
pany to continue shipments dur- 
ing the balance of the year at a 
rate equal to the first six months. 

While future prospects con- 
tinue good, they depend of course 
upon the general level of business 
activity. 

Financial position at the end 
of June 30, 1949 showed current 
assets of $15,604,067 and current 
liabilities of $4,638,603, leaving 
net working capital of $10,965,464. 


Melville Shoe Corporation 


I would appreciate receiving infor- 
mation as to recent earnings, dividends 


1949 


SEPTEMBER 10, 


and financial position of Melville Shoe 


Corporation. 
A. E., Orange, Cal. 

Net income of Melville Shoe 
Corporation for the first six 
months of 1949 totaled $2,607,- 
356, equal to $1.15 a common 
share. '{his compares with net in- 
come of $2,916,884 or $1.31 a 
common. share in the first half of 
1948. ; 

The company’s combined store 
and factory sales in the 1949 six 
months period totaled $59,241,452 
against $60,589,110 in the first 
half of 1948. Retail sales for the 
first seven months of 1949 to 
July 31 totaled $39,503,073 
against $41,839,982 in the corre- 
sponding period of the preceding 
year, a decrease of 5.6%. Current 
assets at the end of June totaled 
$21,279,846 and current liabilities 
were $8,050,512. 

Dividends in 1948 totaled $1.80 
per share and the current quar- 
terly rate continues at 45¢ per 
share. 

Melville is the largest inte- 
grated shoe manufacturing-retail- 
ing organization in the country. 
It operates thirteen factories in 
New England, and at the end of 
1948 had 547 retail outlets in 311 
cities in 41 States and the District 
of Columbia. Of the retail stores, 
536 are operated as the Thom 
McAn chain and 11 are handling 
higher priced shoes, as John 
Ward Stores. 


Frank G. Shattuck Company 


Please report comparative results of 
earnings of Frank G. Shattuck Company 
in the first half of this year over 1948 
and any special new developments in 
the company. 

M. M., Norfolk, Virginia 

Net sales of Frank G. Shattuck 
Company (Operator of Schrafft’s 
Restaurants, etc.) for the six 
months ended June 30, 1949, 
amounted to $18,673,841 and net 
income after contributions to 
Employees Profit Sharing Plan 
and Federal taxes came to $28,- 
120. This net profit equals ap- 
proximately 30¢ per share on the 
1,119,500 shares outstanding, the 
same as earned during the corre- 
sponding period of 1948. 

The decrease in sales follows 
the trend of both the candy and 
restaurant industries as well as 
that of most industries through- 
out the country. 

Certain economies were ef- 
fected during the first half of 
1949; however, they were some- 
what offset by the continued high 
cost of most of the commodities 
used, by reduced selling prices in 


the wholesale division and the 
absorption of some high cost raw 
materials purchased before the 
first of the year. 

No new restaurant leases have 
been signed in recent months, al- 
though investigation of promising 
locations continues and the com- 
pany hopes that before too long, 
conditions will warrant the re- 
sumption of its expansion pro- 
gram. 

Earnings of the company for 
the full year of 1948 were 91¢ 
per share. The third quarter is 
traditionally the company’s worst 
quarter and the fourth quarter 
is its best. 

Dividends paid in 1948 
amounted to 70¢ per share and 
the current quarterly rate is 10¢ 
per share. 


Paraffine Companies, Inc. 

Please advise on recent earnings of 
Paraffine Companies, Inc., and dividends 
and sales volume. 

F. M., Franklin, Pa. 

Common share earnings of Par- 
affine Companies, Inc., and consol- 
idated subsidiaries for the fiscal 
year ended June 30, 1949, amount- 
ed to $2.14 per share on sales of 
$31,270,546 compared with pre- 
ceding year common share earn- 
ings of $2.40 per share on sales of 
$31,364,307. 

Sales which initially had been 
running slightly ahead of the pre- 
vious year, dropped to $6,762,602 
in the final quarter from $8,106,- 
490 in the 1948 June quarter, as a 
result of a strike which closed the 
company’s plants at Emeryville, 
California on June 16. 

Export volume decreased due to 
exchange restrictions, tariff bar- 
riers and the current Hawaiian 
maritime strike which commenced 
May 1. 

Construction expenditures in 
the last fiscal year amounted to 
$4,593,680 and it is estimated that 
about $9 million more will be re- 
quired to complete the expansion 
program, including the linoleum 
plant in New Jersey. 

Company manufacturers lino- 
leum and floor coverings, paint and 
gypsum, wallboard and lath, in- 
sulation, asbestos, cement prod- 
ucts, roofing and other building 
materials. 

Capitalization consists of $12,- 
200,000 314% notes due to 1963; 
23,804 shares of 4% cumulative 
convertible preferred and 1,473,- 
039 common shares outstanding. 
Dividends last year totaled $1.20 
per share and the regular 30c 
quarterly dividend rate has con- 
tinued in this year. 
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More evidence has come to hand to confirm the moderate 
business improvement that occurred so far during the third 
quarter. With the remainder of the period likely to reflect 
this betterment, much of in- 
dustry is concentrating its 
worries on fourth - quarter 
prospects. Here the outlook 
is less clearly defined. A 
timely note of warning 
against excess optimism was 
sounded by the National 
Association of Purchasing 
Agents, declaring that the 
chief characteristics of a 
sellers’ market are absent 
in the current business pick- 
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pe er 
as up. Pointing to the spot 
: scarcities of materials or 
goods for immediate de- 
170 — 


livery that have crept up in 
some markets such as non- 
ferrous metals, cotton tex- 
tiles, lumber and hides, the 
spokesman for the Associa- 
tion opined that these 
scarcities reflect a tempo- 
rary increase of demand 
over supply because numer- 
ous users and distributors 
allowed their inventories to 
run down too far, while pro- 
ducers and manufacturers 
cut back their output of ma- 
terials or goods. He added 
that any genuine increase 
in demand at this time can 
be satisfied by a quick in- 
crease in production and, in 
most instances, it won't even 
need a marked increase in 
price to bring added ca- 
pacity back into operation. 

We have previously com- 
mented on this state of af- 
fairs. There is, of course, no 
question of a return to a 
sellers’ market despite the 
temporary supply stringen- 
cies mentioned. Rather, the 
trend towards buyers’ mar- 
kets has been inexorable. 
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We agree with the belief of the Association's spokesman 
that only a real threat of inflation would be apt to start 
another wave of inventory buying to bring sellers’ markets 
back, and this, we think, is not in the cards. In many respects, 
we feel that any return of a genuine inflationary threat 
would in the long run prove deflationary from a business 
standpoint; in other words, such a threat would hold its own 
cure and make it effective much more quickly than in the 
most recent event for the simple reason that consumer price 
resistance would be much more prompt and widespread now 
that urgent needs have been largely met. 

Meanwhile the textile people, currently experiencing a 
smart rush of orders, prefer to lean to the view that it is 
nothing more than belated preparation for Christmas trade; 
the steel makers don’t know how much of their present order 
gain is merely a precaution against a possible steel strike 
after mid-September. The non-ferrous metal producers pro- 
fess ignorance about how much of their new demand was 
stimulated merely by rising prices. 

Published Washington statements imply that top Admin- 
istration advisers feel there is a definite prospect that the 
business upturn will carry over well into 1950. This column, 
at least at this writing, is less sanguine. It still has to be 
proved whether inventory replenishment is merely tempo- 
rary or a return to more normal buying habits. Also, we 
have some qualms about the trend of private capital ex- 
penditures during the balance of the year. A showdown 
in this quarter is still to come; in the interim we prefer to 
adopt a cautious attitude as to the genuineness of the cur- 
rent recovery phase. Somehow we find it hard to believe 
that the economy has managed to straighten out war-time 
and postwar i tne in no more than eight months 
and with less than a 20% decline in industrial output. We 
feel that more readjustment lies ahead, particularly in the 
price field. If so, an uninterrupted recovery trend from here 
on is hardly to be expected. 


Trend of Sales and New Orders 


June figures on manufacturers’ sales, inventories and new 
orders confirm the degree of improvement which we have 
witnessed in the recent past. Sales were up $200 million over 
May, with a $300 million increase in durable goods sales 
more than offsetting a $100 million decline in non-durables. 
A primary factor, however, was resumption of full operations 
by one of the larger automobile producers. The new order 
index moved up for the second month in succession, by 3% 
on a daily average basis or—because of the extra working 
day in June—about 7% in aggregate value. Here, too, the 
major improvement occurred in the durable group, with an 
increase of 6%. Largest contributors were the steel and iron, 
electrical machinery, and the stone, clay and glass industries. 
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The Business Analyst 





MONEY AND CREDIT—Atter 9 weeks of rising prices, com- 
mon stocks turned reactionary in the trading week ended Aug. 
26, our combined average of 320 active stocks losing 15% of 
the previous 9-weeks’ advance in settling back to the lowest 
level since Aug. 6. Yet the short interest on Aug. 15 was the 
largest in 17 years. New York bank stocks were weaker than 
the market under fears that an expected reduction in the dis- 
count rate might lead, for psychological reasons, to competitive 
reductions in commercial interest rates, thereby tending to re- 
duce banking profits. Such surmises were inspired by the 
Treasury's action in refunding an issue of 2% bonds, called for 
redemption on Sept. 15, with 1!/g%, one years, debt certifi- 
cates upon which the rate since last October has been 1!/4%. 
Preferred stocks rose aaginst the market to the best level since 
Mar. 12. U. S. Government, and foreign government dollar, 
bonds were firm; but high grade rail bonds were off fraction- 
ally. In the fortnight ended Aug. 17, commercial loans by re- 
porting member banks expanded by $108 million—the first 
increase for any fortnight since January. Holdings of U. S. 
Government securities increased $712 million, while earnings 
assets rose $897 million. Government deposits increased $650 
million, to a level $846 million above last year; but private 
deposits shrank $253 million. Just at present, the Treasury is 
siphoning money from private accounts to build up its own 
working cash position; so that thus far deficit financing has 
been deflationary, as are sales of Government securities by 
the Federal Reserve to member banks. Only when Govern- 
ment securities are sold by the Treasury to the Federal Reserve 
and/or member banks will the consequences become infla- 
tionary. Meanwhile the Federal gross debt has expanded to 
$2.1 billion above a year ago, with $650 million of the in- 
crease taking place during the past fortnight. Life insurance 
companies bought $2 billion of corporate bonds and deben- 
tures during the first half; but sales of life insurance during 
July were 13% below a year ago, with group insurance skid- 
ding 53%. Union demands for company-su plied social securi- 
ty reserves are apparently killing the market for group insur- 
ance policies. 


TRADE—Department store sales in the week ended Aug. 20 


were only 7% below last year, compared with a 15% drop- 


the week before. More tolerable shopping weather was partly 
responsible for the improvement. Cumulative decline for the 
year to date is still only 5%/,. Present United Kingdom-American 
conference in Washington is expected to yield only stop-gap 
relief for the sterling area. England has always had a foreign 
trade deficit, which has been bridged mainly by income from 
foreign investments. These investments were sold to help finance 
the war, and confiscatory taxes on wealth have since made it 
impossible to again build up her foreign investments. 


INDUSTRY—Business activity picks up for five consecutive 
weeks, reducing the margin of decline below last year to 3.7%. 
Corporate profits for second quarter were 9.6%, below the 
first quarter, and 8.9°/, under last year. First half, however, 
showed a decline of only 5.3% below the first half of last year; 
though 14% below the second half. New orders picked up a 
little in June; but with widening of the margin of decline below 
last year. 

COMMODITIES—In the fortnight ended Aug. 27, commodity 
futures index closed off a bit, while our spot index was up a 
little. Unorganized non-farm consumers (25 of our population) 
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grumble over Government-sponsored high prices. Farmers 
(1/7), of course, are for them—the higher, the merrier. Union 
labor (1/5) doesn’t care much, one way or the other; since 
their wages are forcibly kept several steps ahead of living 
costs, also with Government connivance. The political arith- 
metic here is very simple. If 24 of the two Government- 
pampered minority groups vote the ‘Fair Deal” ticket, and 
the 24 unorganized majority innocently splits 50-50, then the 
party in power wins by 55 to 45. 





This publication's index of Business Activity declined in July 
to 177.8%, of the 1935-9 average—3.6 points under June, and 
5.6% below a year ago. On a per capita basis, the index de- 
clined in July to 154.4% of the 1935-9 average, from 157.8 
in June and 166.3 for July of last year. 

* * * 

As was expected, corporate Earnings for the most part 
made comparatively poor showings in the second quarter and 
for the first half. Average net profits in the second quarter were 
9.6% smaller than for the first quarter and 8.9% below the 
second quarter of last year. For the first half, declines averaged 
5.3% below the first half of last year and 14% below the 
second half. 

* * & 
Among 20 principal industries, only 3—motor vehicles, rail- 
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Latest Previous Pre- 
‘ = - a pad a PRESENT POSITION AND OUTLOOK 
ate ont ont go arbor 

MILITARY EXPENDITURES—$b (e) | July 1.20 1.31 1.31 1.55 (Continued from page 599) 

id-1940.___.. | J 384.6 383.4 3705 13.8 ‘ re 
~cmesteaandhaccuamaniieiin sd road equipment ,drugs and toilet articles— 

FEDERAL GROSS DEBT—$b Aug. 19 255.2 254.8 = 253.1 55.2 | earned more in the first half than reported 

saints for the second half of 1948. Comparing 

MONEY SUPPLY— : aged : > 
Demand Deposits—94 Centers... | Aug. 17 46.1 46.3 46.7 26.1 sen ie with — a last 

im Circulati part 273 27.4 27.9 10.7 | Year 70 the Z0 in ustries s owed improve- 
ey : : ~"__ |ment. These were paints and chemicals, 

BANK DEBITS—13-Week Avge. drugs and toilet articles, petroleum prod- 
New York City—$b_____. Aug. 17 865 870 8.34 4.26 | ucts, iron and steel, machinery (except elec- 
93 Other Ceaters—$b...- | Aug. 17 11.80 11.92 12.36 7.60 | trical), motor vehicles, automobile parts, 

railroad equipment, and service industries. 

PERSONAL INCOMES—$b (cd3) June 2158 215.1 = 215.6 = 102 The extremes were for iron and steel, with 
Salories end Wages...... ree 139.0 139.1 136.7 66 an average increase of 49.8%, and (scarce. 
set a = a we nd i : ly a and apparel, with a 
sean “ ‘ . ; slump of 63.6°/,. 

Transfer Payments June 12.1 12.0 11.2 3 P - 
(INCOME FROM AGRICULTURE) June 23.5 22.8 27.2 10 “ * . 
as ov Electric Utilities enjoyed record profits 
yerrertetonn pane-mnanti ) - ed pi “« vo . $391 so in — _ a 
= a. ee , : P P the corresponding period; yet half the 
nr a second ie p's : wd yo ps —— reported June operations below 
Y ey ; ‘ : : ast year. 

UNEMPLOYMENT—m (cb) July 4.1 3.8 2.2 38 | y * * 

FACTORY EMPLOYMENT (1b4) June 145 7 145 158 147 Railroad net income in the first half ap- 
Sdiis Gonds Peal 165 166 184 175 proximated $173 million—34%, below the 
Nice Bunabte Deeds — ia 128 127 137 123 corresponding period last year. No small 

FACTORY PAYROLLS (1b4) her 329 336 359 198 part of this slump was due to curtailed pro- 

duction of coal and oil. June net dropped 

FACTORY HOURS & WAGES (1b) to 54%, below last year. 

Weekly Hours June 38.9 38.5 40.2 40.3 *x * * 

Hourly Wage (cents). | June 138.0 137.3 131.6 78.1 . . . : 

Weekly Wage ($)--.------_-- |_ June 53.68 52.66 52.85 32.79 Corporations paid out only 3 of their 
1947-8 profits in Dividends; but, regard- 

PRICES—Wholesale (1b2) Aug. 23 151.9 151.9 169.8 92.5 | less of earnings trends, should be able to 
Retail (cdlb) June 188.3 1883 193.5 116.2 | better this proportion from now on; since a 

sizable amount of plant expansion and 

COST OF LIVING (1b3) June 169.6 = 169.2 171.7 110.2 | overhauling for which retained earnings 
en a mi =. ee sc had to be spent has been completed. 

sacs une . . ° : 
Rent June 120.6 1204 117.0 107.8 ae 
= The National City Bank estimates that 
RERAS, SEAR average profits for the three post-war years, 
Retail Ran Sees (cd) shiney etacacieaiie Si i pen sie pe 1946-8, would have been about 129, less 
ee Goods he 7 ae a eee Sig _ — 
< a aaah : ; ' epreciation to ritte e- 
Dep't Store Sales (mrb)..___.. | July 061 0.73 069 0,49 pe ite danse horde 
Retail Sales Credit, End Mo. rb2) June 8.16 7.96 7.07 5.46 - 
. * * 

MANUFACTURERS’ oe ° ° 

emery oA = 209 203 265 rT The additional freight rate increase, av- 
ia ta me 917 206 307 271 eraging 3.7 * recently authorized by the 
is hells 204 201 240 157 1.C.C. will add an estimated $293, million 
Shipments (cd2)—Total ________ | June 310 319336 187 annually to railway operating income, 
Scsidadadaals ti 364 363 369 227 based upon 1948 traffic volume; but part 
ea “eee Ap amma caaals 279 293 317 158 of this will be lost through voluntary reduc- 
uae es tions in certain competitive rates which the 

BUSINESS INVENTORIES, End Mo. Railroads are planning. 

Total—$b (cd) —.____ xe June 51.6 62.6 51.3 28.6 a x = 
Dl Scbiitosceinteee an 30.4 30.9 29.7 16.4 ’ 
a a 78 19 8.0 4l July sales by all Retail Outlets through- 
ee yw 13.4 13.8 13.6 g.| | out the Nation were gs 5% below last 
Dept. Store Stocks (mrb) June 2.1 2.3 Zs 1.4 year—mainly because Ju y this year had 
a one less shopping day than last year. Sales 

BUSINESS ACTIVITY —1—pc Aug. 20 157.8 156.0 1666 141.8 | of non-durable goods were off nearly 8%; 

(M.W.S.)—J—np_ | Ag. 20 182.0 179.9 188.9 146.5 | but, thanks to a 20% rise in automobile 
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Latest Previous Pre- 
LOOK Wk. or Wh. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) July 162 169 186 174 deliveries, sales of all classes of durable 
. | Mining July 134 134 153 133 goods were up 2%. 
tcles— | FT! Durable Goods Mfr.______ | July 18 194219220 * © * 
ported Non-Durable Goods Mfr... | July 156 160 169 151 . sl 
| — New Orders picked up a little in June, 
od last | | | CARLOADINGS—t—Tetal Aug. 20 731 728 901 833 but the decline below last year widened to 
prove- ana i tee Miscellaneous... a pine = . — | 21%, from 16% in May. Orders for dura- 
micals Mdse. 7 | ble goods were 32% below a year ago, 
! Gaain —_. Aug. 20 51 55 56 43 | ° ° 
prod- compared with 22% for May. For non- 
st elec. | F | BEC. POWER Output (Kw.H.)m Aug.20 = 5,579 5,530 5,531 3,267 durables, the decline was 15%, against 
_ ° 
parts, |} sort COAL, Prod. (st) m Aug. 20 7.6 a0 124 108 |'3% the month before. 
ustries, Cumulative from Jan. | nme | Ag. 20 305 298 372 446 * * * 
|, with Stocks, End Mo June 742 72.8 58.0 61.8 ,| New orders in June were 33%, below 
_— PTROLEUM— (bbis.) m Shipments, with durable goods showing 
edi: Crude Output, Daily _...- | Aug. 20 4.7 4.7 5.5 4.1 |@ deficiency of 41%, and non-durables 
Gasoline Stocks Aug. 20 108 109 95 86 27%. In consequence of this, Backlogs of 
Fuel Oil Stocks Aug. 20 68 68 52 94 | unfilled orders on the books of manufac- 
— Heating Oil Stocks Aug. 20 75 74 59 55 turers at the end of June were 22%, smaller 
aa LUMBER, Prod. (bd. ft.) m Aug. 20 737 700 782 632 than a year earlier, compared with a shrink- 
aif the Stocks, End Mo. (bd. ft.) b____ June 7.8 7.7 5.8 12.6 | age of only 19% at the end of May. 
below | [| sree, INGOT PROD. (st.) m July 5.78 650 7.08 6.9% | se 
Cumulative from Jan. |_| sly 51.7 45.9 50.2 74.7 | New orders for, and shipments of, Ma- 
| chine Tools in July sank to new post-war 
ENGINEERING CONSTRUCTION . . a 
If ap- SC leieaecinas bas —" as ini -. ‘i —_ though foreign orders were 7% 
, arger than a year earlier. Ratio of unfilled 
w the Cumulative from Jan. |__| Aug. 25 5,361 5,213 4,467 5,692 Ps : 
ied orders to shipments in July was only 4.4, 
re MISCELLANEOUS against 5.9 last year. 
seed Paperboard, New Orders (st)t Aug. 20 188 181 185 165 * * * 
; : 44 2 ‘ 
U. S. Newsprint Consumption (st)t July 396 3 374 352 On the other hand, Housing Starts in 
Do., Stocks (mpt), End Month July 732 686 606 523 Jul h h 47 bel J ag 
Hosiery Production (pairs)m June 141 132 150 150 | oUly, thoug y elow une, were | , A 
: Whiskey, Domestic Sales (tax gals.)m | June A 3.7 Af 8.1 above last compared with a seven- 
oe Cigarettes, Domestic Sales—b......... | June 32.7 30.7 31.3 17.1. | months’ decline of 6%. 
gard- 
le to b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). cd3—Commerce Dept., 
nce a seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
and Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. [!b2—Labor Bureau 


; (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
i and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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that 
ears, No. of —— 1949 Indexes ——————- |_ (Nov. 14, 1936, Cl—100) High Low Aug.19? Aug. 26 
ibe Issues 1925 Close—!00) High Low Aug. 19 Aug. 26 100 HIGH PRICED STOCKS... 80.68 71.00 79.01 77.91 
ted 320 COMBINED AVERAGE ..... 127.6 = 108.0 122.0 :119.8 100 LOW PRICED STOCKS... 146.36 ‘119.71 136.40 133.48 
1 
= 16 4 Agricultural Implements 200.0 162.1 185.5 182.2 6 Investment Trusts... 2.2 53.9 61.9 60.4 
P 10 Aircraft (1927 Cl_—100)_..._ 175.3 138.2 150.2 147.5 3 Liquor (1927 Cl—100) _.... 738.4 602.9 738.4A 719.4 
Asis. 6 Air Lines (1934 Cl—100)_ 454.7 366.1 443.0 428.7 10 Machinery 00 136.9 115.9 128.9 125.9 
bA t 93.4 75.7 85.5 84.2 3 Mail Order eeetien tS, ORS 87.1 98.9 97.0 
12 Automobile Accessories _.__ 188.9 145.2 170.9 165.8 3 Meat Packing 792.9 63.3 72.3 70.6 
, av- 12 Automobiles _..... = 293 “aha 24.5 24.2 12 Metals, Miscellaneous 158.1 122.0 139.1 136.1 
the 3 Baking (1926 Cl—I00)..... 19.7 18.1 19.5 19.3 4 Paper =) ane 27.9 33.4 32.5 
1 3 Business Machines _......_.. 237.4 209.0 230.8 227.8 29 Petroleum 2457 207.1 240.7 240.2 
—_ 2 Bus Lines (1926 Cl—100).. 133.5 = 118.3 -131.8 127.7 21 Public Utilities __ ne 126.6 102.4 126.6B 125.6 
me, 5 Chemicals ___ ss C«2337.9 212.7 237.9A 229.3 6 Radio (1927 Cl.—1!00) . £63 13.6 15.2 15.1 
part 3Codl (Mining BN 11.2 13.5 12.9 9 Railroad Equipment_....... 50.0 36.5 42.0 41.0 
duc- 4 Con ication 39.4 31.8 34.0 34.2 24 Railroads 284 17.5 19.4 18.7 
the 13 Construction _..._ 58.5 47.4 55.2 54.2 So Regi RS 21.4 26.9A 26.5 
7? Conmtlemners .--- BOI 230.7 267.4 265.9 3 Shipbuilding 444 120.0 136.6 133.8 
7 €Cogeere erase ISB 67.4 77.4 74.2 3 SottOrinis IGS 298.2 333.7 330.0 
2 Dairy Products... 63.3 53.3 63.2 61.7 14 Steel & lron_. eluereeeta Oy 77.0 86.4 84.4 
5 Department Stores 56.1 49.2 56.1A 54.4 3 Sugar 48.5 39.8 46.9 46.5 
igh- 6 Drugs & Toilet Articles___.__. 157.2 141.6 157.2A =-153.2 2 Sulphur 286.7 233.8 283.5 284.5 
fous 2 Finance Companies __...._._ 288.9 246.1 288.9 286.9 5 Textiles 132.5 100.9 119.2 118.6 
as 7 Food Brands. bse hte 160.9 146.0 160.8 160.9A 3 Tires & Rubber a oe 26.6 28.6 28.3 
had 2 Food Stores _ ttn OG 58.5 79.4 79.8 6 Tobacco 79.9 67.1 79.9B 78.9 
ales 3 Furniture 70.7 54.7 62.1 61.0 2 Variety Stores 348.2 308.3 346.2C 341.9 
ay; 2 Gold) Mining... 7339 566.3 718.6 703.9 17 Unclassified (1948 Cl—I00) 105.3 93.2 104.7 103.0 
bile New HIGH since: A—1948; B—1947; C—1946. 
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In the fortnight ended Aug. 27, commodity futures indexes 
declined fractionally, while spot prices gained a little. In the 
futures markets, hides were weak, while corn advanced. Among 
spot prices, the only noteworthy weakness was in wool; while 
corn, cotton, rubber and hides brought higher prices. Lead 
advanced % cent to 15!/g. Cotton exports will be smaller this 
crop year, probably around 4 million bales, as Europe turns 
to synthetic fibres. All-time peak shipments were 11 million 
bales in the 1926-7 crop year. Placing domestic demand this 
year at 8 million bales, and with an estimated harvest of 14,- 
805,000, the carryover next Aug. 1 may top 8 million bales. 
Not so long ago ,the Government announced that it would 
need 500 million bushels of extra grain storage space, instead 
of the 50 million originally planned. Now the CCC says that 


a, 


needs in 1949 will not top 300 million bushels. Commercig 
elevators are receiving Government guarantees that any ney 
space they provide will be used. Farm income in first 7 months 
was 9%, below the corresponding period last year. In July, the 
drop was 22%, despite Government supports. Farmers’ shar 
of the retail food dollar was 48 cents in June, lowest in 7 years, 
The record low was 32 cents in 1932, and the record high 55 
cents in Jan., 1948. The United Kingdom has bought 70 million 
gallons of molasses from Cuba, with E.C.A. dollars, at 3 cenis 
a gallon. The U. S. pays Cuba 31/2 to 4 cents. Great game! 
Butter production is running 20% above a year ago when the 
price was 80 cents. With stocks 3!/, times a year ago, the 
price a few months ago fell below the Government support 
level of 59 cents. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

Aug.29? Ago Ago Ago Ago Ago 1941 

28 Basic Commodities 247.8 243.5 238.0 236.7 272.9 313.5 156.9 
1! Imported Commodities... 247.3 247.7 241.7 239.6 253.1 283.3 157.3 
17 Domestic Commodities... 248.1 240.8 237.3 234.9 286.5 334.8 156.6 


RAW MATERIALS SPOT INDEX 
1AY JUNE = JULY AUG. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 








1949 1948 1947 1945 1941 1939 1938 1937 
High 161.5 162.2 164.0 95.8 85.7 783 65.8 93.8 
Low 134.9 149.2 1264 93.6 743 61.6 57.5 64.7 
602 


Date 2 Wk. . ‘Ao. 3Mo. 6Mo. 1 Yr. Dees 

Aug.29 Ago Ago Ago Ago Ago 19% 

7 Domestic Agriculture ..... 297.8 289.8 294.9 291.3 298.2 348.6 1639 
12 Foodstuffs oo 297.9 296.9 295.5 282.0 292.6 374.5 169.2 
16 Raw Industrials 223.4 218.6 213.9 217.7 266.2 277.3 1482 


COMMODITY FUTURES INDEX 


























AY JUNE JULY AUG. 
140 i 
| 
Sia “DOW JONES . 
COMMODITIES INDEX 
130 ' 



































Average 1924-26 equals 100 





1949 1948 1947 1945 1941 1939 1938 1937 
High ____. 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.4 
Low 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Dividend Outlook for 
Rubber Stocks 





——— 


(Continued from page 593) 


are only a few of the lengthening 
list of diverse items that are en- 
abling the larger concerns to be- 
come less heavily dependent on 
tire sales and thus to overcome 
partially the traditional instabil- 
ity of the rubber manufacturers. 

As pointed out early in our dis- 
cussion, exploitation of different 
markets and various degrees of 
product diversification have af- 
fected the progress of most con- 
cerns to date in 1949 and many 
uncertainties still persist. In 
theory, all these units should 
eventually benefit from the sharp 
drop in rubber prices, but record 
inventories carried by many com- 
panies at the start of 1949 occa- 
sioned temporary losses. that 
partly account for the downtrend 
in earnings in the first half year. 
World stocks of rubber excluding 
synthetic material, rose to 965,- 
000 tons by last January, a gain 
of about 350,000 tons since 1946. 
Only a few months ago, some of 
the leading managements held a 
rather optimistic view of operat- 
ing conditions over the near term, 
doubtless because of encouraging 
conditions in the automotive field 
and the seasonal factor that tends 
to lift volume in the second and 
third quarters. 

In April the general outlook 
was described much along these 
lines by Herbert E. Smith, chair- 
man of United States Rubber 
Company, with the added com- 
ment that dividend policies 
should continue to be favorable. 
But though volume of this lead- 
ing company declined by only 
about 7% in the first six months, 
earnings per common _= share 
dropped to $2.30 from $4.70 a 
year earlier, or by 51%. This 
points not only to probable in- 
ventory losses but also to diffi- 
culty in achieving prompt con- 
trol over operating costs in the 
face of declining sales. With 
earnings coverage of only 30 
cents over the $2 per share dis- 
tributed in dividends in the first 
half year, and with many uncer- 
tainties still to be resolved, the 
directors reduced the dividend 
payable in September to 50 cents 
a share, equal to the annual rate 
paid in 1941, 1944 and 1945. 

Net sales of B. F. Goodrich 
Company for the first half of 
SEPTEMBER 


10, 1949 


1949 amounted to $192.1 million, 
a decrease of only 2.8% from the 
corresponding period in 1948. Net 
earnings fell at a somewhat faster 
rate to $6.02 per share against 
$7.64 a year earlier, a dip of 
21%. Lower replacement tire 
sales was largely offset by in- 
creased sales of original equip- 
ment, while more desirable mar- 
gins on goods sold through the 
company’s chain of 545 retail 
stores helped to minimize inven- 
tory losses. This concern, like 
U. S. Rubber Co., derives a sub- 
stantial portion of volume from 
sales of chemicals, footwear and 
mechanical rubber goods. Look- 
ing ahead to the balance of 1949, 
Goodrich sales seem likely to de- 
cline only moderately. Net earn- 
ings should recede from last 
year’s high level, but an excep- 
tionally strong financial position 
should aid in maintaining divi- 
dends comparable to 1948. The 
company has already declared $1 
per share payable September 30, 
the same amount as in the previ- 
ous quarters this year. 

Reputation for cyclical insta- 
bility has accorded rather distinct 
speculative aspects to rubber 
shares. Erratic earnings and divi- 
dend payments have been charac- 
teristic of most concerns in this 
industry, especially in prewar. 
The development of synthetic 
rubber, though, opens a new hori- 
zon pointing to greater stability 
henceforth. Current prices for 
rubber shares appear to have 
pretty well discounted many un- 
certainties on the road ahead, in- 
cluding the prospect that divi- 
dends at last year’s rate may not 
prove entirely dependable in 
some cases. Investors interested 
in this industry, accordingly, are 
advised to study the funda- 
mentals of the various companies 
with unusual care. 





Further Adjustment for 
Paper Companies? 





(Continued from page 590) 


tions in July were further re- 
duced if only due to numerous 
plant shutdowns caused by vaca- 
tion programs. Seasonal factors 
and unduly lower’ inventories 
should restimulate activity in the 
second half year, but total output 
for the year may be some 2.5 
million tons below 1948, or 
around 19.5 tons. 

Smaller tonnage sales have 
been accompanied by rather wide- 


spread reductions in prices for 
many paper products, though to 
no very significant extent. Wages 
have risen somewhat and while 
non-integrated concerns have had 
some offset through lower pulp 
prices, the larger concerns utiliz- 
ing their own sources of pulp 
have not benefitted correspond- 
ingly. Thus with dollar sales in 
a downtrend, margins of many 
mills have been squeezed rather 
severely, and in consequence net 
earnings of even the most favor- 
ably situated companies have 
tended to contract. The prospect 
of higher freight rates is a dis- 
turbing element in attempting to 
establish adequate cost controls 
in the near term. This applies to 
every division in the industry be- 
cause pulp is such a heavy ma- 
terial; to produce a ton of paper, 
about five tons of raw materials 
have to be transported to the 
mills. Thus to ship 19 million tons 
of finished paper products, no less 
than 100 million tons of pulp and 
chemicals impose heavy transpor- 
tation charges. 

Because paper consumption 
thus far in the current year has 
been outstripping production, it 
is possible that when inventory 
replenishments begin, buyers may 
be surprised to find supplies for 
immediate shipment somewhat 
more scanty than expected. For 
this reason, the fall months may 
be featured by a halt to the down- 
trend in prices so widespread 
early in 1949. There is indeed a 
possibility that the price trend 
will moderately reverse in line 
with seasonal influences. If so, 
the current pinch upon margins 
may be slightly relieved. In view 
of heightened competition, 
though, this factor may have 
only temporary force. More 
permanent hope of stabilizing 
profits of the strongly entrenched 
concerns is their prospect of re- 
capturing from marginal pro- 
ducers many customers lost in 
postwar because of inability to 
meet their needs. 

Regardless of the business 
slow-down in the last six months, 
trade statistics indicate that 
paper and board manufacturers 
as a group operated at close to 
87.5% of capacity. According to 
the American Paper and Pulp As- 
sociation, the break-even point for 
this industry is now probably be- 
tween 63% and 69%. In this 
case, it seems fairly clear that 
operating profits should continue 
to be satisfactory by normal 
standards even if recessionary 
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HOLDING These 
for PROFITS? 


Armour & Co. Am. Tel. & Tel. 
Coca-Cola Western Union 
U.S. Rubber Chrysler 


General Motors 
Pan-Am. Airways 
American Airlines 
Philco 

Lone Star Cement 


New York Central 
Penna. Railroad 
Chesapeake & Ohio 
Am. Locomotive 
Stand. Oil, Cal. 
Stand. Oil, N.J. USS. Steel 
Anaconda Copper F. W. Woolworth 
Commonwealth Edis. Paramount Pict. 
Cons. Edison Nat’l Cash Reg. 
Babson’s opinion on these widely 
held stocks may save you losses. 
Simply check those you own, OR 
LIST 7 OTHERS YOU OWN, 
and mail this ad to us. We will 
tell you if clients have been ad- 
vised to Hold or Switch them. 

(Please print your name) 

No cost or obligation. 


Write Dept. M79 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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influences should become more 
troublesome. The APPA points 
out that modernization of paper 
facilities in the past decade has 
raised the ratio of per ton produc- 
tion to worker from 98 tons in 
1939 to 108 tons in 1948. This 
considerably compensates for the 
corresponding advance in wage 
costs during the same period. The 
tremendous sums spent by most 
of the large firms, derived from 
either retained earnings, borrow- 
ings or both, for the installation 
of cost-saving machinery in post- 
war evidently has born fruit and 
will continue to benefit future 
operations. Not only in the mills 
but in the vast forests owned by 
the integrated concerns have 
technical improvements helped to 
lower operating costs. Giant trees 
in recent years are cut by power 
saws in a fraction of time for- 
merly required, and reduced into 
short lengths by the same eco- 
nomical process. Diesel powered 
machines keep roads in prime 
condition and shorten haulage 
time, and where practical, mil- 
lions of seedlings are planted an- 
nually by mechanized units to as- 
sure plentiful timber supplies in 
coming years. 

The experience of different 
branches of the paper industry, 
as well as their near term out- 
look, varies considerably. Pro- 
ducers of basic pulp have gener- 
ally reduced prices in line with 
increased competition from for- 
eign sources. Premiums paid for 
pulp imported from the Scandi- 
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navian countries have practically 
vanished. The recent devaluation 
of the Finnish mark may be fol- 
lowed by similar action by other 
North Sea countries, creating the 
prospect of lower pulp prices 
from this quarter. Wage costs of 
our domestic pulp manufacturers 
have risen substantially to pre- 
clude much chance of reducing 
pulp prices to lower levels than 
now prevailing, so that increased 
competition from imports might 
create quite a problem in sta- 
bilizing margins. For the time 
being, at least, current quotations 
for pulp have probably reached 
a floor and before long a slight 
advance would not be surprising. 


Newsprint Output Up 


Newsprint production in the 
first half year increased counter 
to general trends throughout the 
paper industry, as we pointed out 
earlier in our discussion. The rise 
of 7% closely parallelled a 6.5% 
rise in advertising lineage that 
shows no sign of diminishing 
over the balance of 1949. Pub- 
lishers’ stocks have been slowly 
accumulating in recent months, 
so that with 39 days’ supply on 
hand as of July 1, it is possible 
that placement of orders may 
slow down somewhat. Prices for 
newsprint have held firm at $100 
per ton, but are likely to soften 
before long for reasons of more 
abundant supply and heightened 
competition. Thus while leading 
producers such as International 
Paper Company, Great Northern 
and Crown Zellerbach reported 
earnings gains in the first quar- 
ter, a reversal of the trend may 
not be far distant. 

Manufacturers of fine paper 
experienced an over-all dip of 
around 9.7% in sales for the first 
five months of 1949, but during 
the spring months the decline 
was at a progressively smaller 
rate. By May, volume was only 
2.87% below the same month a 
year earlier. These statistics 
would indicate a relatively stable 
demand at the consumer level that 
was somewhat distorted by the 
avidity of distributors to reduce 
stocks until forced to rebuy. Con- 
traction in merchandising activi- 
ties in the first half was partially 
accountable for tonnage sales of 
wrapping paper declining about 
13%. In fairly recent months, 
though, gains ranging from 
around 1% to as high as 14% 
have been reported all through 
the northern section of the coun- 
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‘been recorded ; during the process 


try from coast to coast. Thi 
shows the corner has _ probably 
been turned and that the declin 
in manufacturers’ sales of wrap. 





ping paper has levelled off. The§ 


leading firms have suffered littl 
other than reduced volume, for 
prices of wrapping paper in the 
first two months of 1949 wer 
only 2.8% below the same inter. 
val in 1948. 

Producers of kraft paper and 
shipping containers have had t 
ductions that cut into margins 
rather seriously, abetted by 
contend with substantial price re. 
smaller unit sales. Costs of many 
concerns in this division have re. 
mained high so that operating 
results for the full year will be. 
yond much doubt compare un- 
favorably with 1948. At least one 
large company, National Con. 
tainer Corporation, has felt it ad- 
visable to reduce quarterly divi- 
dends to 10 cents a share. In 
sharp contrast, manufacturers 
specializing in paper towels and 
facial tissues have enjoyed excel- 
lent business with a chance that 
full year results of Scott Paper 
Company, a leader in this branch, 
may establish all-time high vol- 
ume and net earnings. 

On the other hand, Interna- 
tional Paper, leading integrated 
concern prominent in the Kraft 
as well as the newsprint field, re- 
ported second quarter net of $2.97 
per share compared with $4.21 in 
the like 1948 period. Six months 
earnings were $6.79 per share as 
against $7.89 a year earlier but 
these figures were before special 
reserves of $3 million set up for 
placement of capital assets at cur- 
rent costs, and a $2 million re- 
serve for inventory price adjust- 
ments set aside only a year ago. 
After such reserves, first half per 
share net came to $5.95 versus 
$6.49 for the 1948 period. 


Market Action 


Paper shares early in the cur- 
rent year declined rather rapidly 
In price compared with the gen- 
eral market, but when signs be- 
gan: to appear that the industry 
was Overcoming its readjustment 
problems, share prices firmed up 
somewhat. Dividend stability for 
this group, though, seems rather 
uncertain, a few reductions have 
already been announced and 
others may occur. The industry’s 
period of cyclical boom has now 


of readjustment and heavier com- 
petition, leaner earnings must be 
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‘expected. But there are many 
‘strong concerns in the industry 
that assuredly should continue to 
progress as a result of trade en- 
trenchment, improved facilities 
and efficient management. Care- 
ful selections of their shares 
should achieve satisfactory in- 
come together with eventual ap- 
preciation, for in many cases cur- 
rent prices seem to have liberally 
discounted uncertainties ahead. 





Readjustment Needed in 
Our Price Structure 





(Continued from page 573) 


they think that in itself it spells 
recession. It’s just the other way 
around. Unless we do get lower 
prices, the shrinkage in buying 
power of the consumer public, or 
its unwillingness to buy at high 
prices, may make a deepening of 
the recession inevitable. For 
proof that declining prices and 
recession need not be synony- 
mous, we need only go back to 
the period of great prosperity in 
the Twenties when a slow decline 
in the general price level was ac- 
companied by a steadily rising 
production trend. 





Merchandising Companies 
Gird for Competition 





(Continued from page 587) 


ket by marginal producers or by 
manufacturers clearing the way 
to introduce new lines of im- 
proved quality and at revised 
prices. Rapid turnover currently 
is a basic watchword with all re- 
tailers, so that aside from bar- 
gain purchases, goods normally 
acquired are likely to be moved 
from the angle of speed rather 
than of desirable markups. Retail 
customers have become increas- 
ingly conscious of both quality 
and prices, and while the stores 
are doing an outstanding job in 
offering new and_ attractively 
tagged items, their profit margins 
can hardly be as liberal as cus- 
tomary in many instances. 

July and August sales of de- 
partment stores in general have 
tended to decline slightly since 
mid-year, the trend varying ac- 
cording to location and showing 
tendencies to change rapidly from 
week to week. The big shops in 
New York City recently reported 
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volume about 14% lower than a 
year ago, but a sharp reversal of 
the trend was indicated in the 
week ended August 27, when vol- 
ume rapidly gained 6% over the 
same week in 1948, the first time 
in five months that the relative 
showing has improved. 

The tendency of many of the 
leading department stores to 
branch out from their home loca- 
tion in postwar is certain to sta- 
bilize volume at a higher level 
than formerly. Concentrated pur- 
chasing power, reputation and 
elaborately worked out merchan- 
dising policies create an indubi- 
table competitive advantage when 
thus spreading out. The move- 
ment of population to suburban 
communities tributary to a store’s 
main center also has been a spur 
to decentralized operations. These 
branch retail outlets, many of 
them relatively new, are of most 
modern construction and in the 
last few years, parent stores have 
spent immense sums to bring 
their own premises up to date in 
every respect, including looks, 
convenience and operating effi- 
ciency. Looking ahead, the invest- 
ment in branches should prove 
beneficial to margins and earn- 
ings, but under current condi- 
tions the enlarged overhead may 
be quite a problem temporarily. 
Increased expense ratios have re- 
duced earnings on a broad front. 

A number of the strong hold- 
ing companies owning a string of 
major department stores, such as 
Associated Dry Goods, May De- 
partment Stores and_ Allied 
Stores, are experiencing problems 
very similar to those of their 
more centralized competitors. 
One influential factor common 
with all department stores is the 
sudden decline in demand for 
home .appliances and other du- 
rable goods that got under way 
last year when deferred needs 
became largely satisfied. Sales of 
this class of merchandise declined 
about 9% in 1948 and the per- 
centage has increased in the cur- 
rent year. In contrast, sales of 
apparel have held up exceedingly 
well, providing quite an offset to 
reduced sales of durables. 


A good sample of operating 
conditions is furnished by the ex- 
perience of Allied Stores. This 
large chain reported net earnings 
of $6.85 per share for 12 months 
ended April 30, 1949, more than 
10% above the same 1948 period, 
but the management predicted 
that if volume declined by about 











MIDDLE 
SOUTH 
UTILITIES, 


Inc. 


DIVIDEND 





The Board of Directors has this 
day declared a dividend of 27'2¢ 
per share on the Common Stock, 
payable October 1, 1949, to stock- 
holders of record at the close of 
business September 9, 1949. 

H. F. SANDERS, 
New York 6, N. Y. Treasurer 
August 26, 1949 





























CANADA DRY 


DIVIDEND NOTICE 


The Board of Directors of Can- ff 
ada Dry Ginger Ale, Incorpo- jf 4 
rated, at a meeting thereof held § 
on August 23, 1949 declared the : 
regular quarterly dividend of = 13 
$1.0625 per share on the $4.25 : 
Cumulative Preferred Stock and 
a dividend of $0.15 per share on 
the Common Stock; both pay- 
able October 1, 1949 to stock- I 
holders of record at the close of — if 4 
business on September 15, 1949. 3 
Transfer books will not be closed. 
Checks will be mailed. 














Wo. J. WILLIAMs, 




















V. Pres. & Secretary J : 





























C.1.T. FINANCIAL CORPORATION 
Dividend on Common Stock 


A quarterly dividend of 75 cents per share im 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable October 1, 1949, to stockholders of 
record at the close of business September 10, 


1949. The transfer books will not close. Checks 


will be mailed. 
FRED W. H..JTAU, Treasurer 


August 25, 1949. 











THE TEXAS COMPANY 


188th Consecutive Dividend paid 
by The Texas Company and its 
predecessor 














A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares of 
The Texas Company has been declared 
this day, payable on October 1, 1949, to 
stockholders of record as shown by the 
books of the company at the close of busi- 
ness on September 2, 1949. The stock 
transfer books will remain open. 
ROBERT FISHER 


Treasurer 
Somneenieeieestnnentll 


August 12, 1949 
TN SE 
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6% for the rest of 1949, net earn- 
ings would shrink at the rate of 
about $250,000 monthly. This 
would indicate annual earnings 
of around $5.25 per share. 

Specialty stores have _ pro- 
gressed more satisfactorily than 
the department store group in the 
current year. Sales have held up 
because of well sustained national 
income and the essential charac- 
ter of goods offered, while the 
absence of durable items, demand 
for which has diminished, has 
proven beneficial in avoiding in- 
ventory losses. First half year 
sales of specialty stores probably 
declined no more than 3%, closely 
aligned to a similar dip in ap- 
parel prices. Operating margins, 
though, narrowed because of 
markdowns and high operating 
costs of various kinds. Increased 
competition in the final six 
months is likely to restrict profits 
and the lower level of textile 
prices may reduce volume despite 
stable unit demand. Net earnings 
in this division will be lower this 
year than last but the decline is 
likely to prove less significant 
than for the large department 
stores. 


Variety Stores 


With public purchasing power 
increasingly concentrated in 
workers and farmers, whose in- 
come continues to remain at very 
high levels, the big variety store 
chains are doing reasonably well 
in the current year. This applies 
in similar manner to the opera- 
tors of junior department stores 
that largely feature low -to- 
medium-priced merchandise. To- 
tal chain store volume in the first 
half year was only 1% below a 
year earlier. Most of the variety 
stores have expanded their facili- 
ties in the last two years, as well 
as modernizing them. Their huge 
quantities of goods purchased and 
ready access to international sup- 
ply sources that currently are 
flooding the markets with offer- 
ings of new and _ attractively 
priced items, give these chains an 


outstanding competitive advan-:- 


tage over local merchants. Con- 
sumers of every income class are 
attracted to the well known 
variety stores because they know 
in advance they can purchase 
more economically than _ else- 
where, will have a wide range of 
offerings from which to select, 
and that the quality is well 
assured. 
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F. W. Woolworth Company ex- 
perienced a decline of 7.8% in 
volume for seven months ended 
July 31 but the downward rate 
was reduced to 2.4% in the final 
month of the period. Continued 
high expenses are expected to 
slightly lower earnings for the 
full year to around $4 per share 
compared with $4.48 for the pre- 
vious period. 


Mail Order Houses 


The readjustment period has 
more adversely affected the big 
mail order houses than other 
branches of retail trade. Volume 
of the two largest concerns in 
this field was off 11.6% in the 
first quarter but improved enough 
in the second quarter to hold the 
decline for six months to 8.3%. 
In general, the shrinkage in de- 
mand for relatively high priced 
durables importantly accounted 
for the volume decline. Aside 
from this, expectation by con- 
sumers of lower prices affected 
sales in both mail order divisions 
and the numerous retail stores 
operated by Sears Roebuck and 
Montgomery Ward. The _ vast 
number of catalogues issued by 
these two leaders precludes price 
revisions except at rather long 
intervals. In a time like the first 
half year when price readjust- 
ments on many goods were a fre- 
quent occurrence, the retail stores 
were in a natural position to in- 
stitute markdowns quickly, while 
the mail order divisions were 
greatly handicapped in this re- 
spect. 

One factor that may prevent 
much improvement in the earn- 
ings of these two concerns is the 
possibility of further price re- 
ductions that may require more 
revisions of inventory values. 
Montgomery Ward, for example, 
has just announced that its fall 
catalogue supplement will reveal 
some very substantial reductions 
on numerous items. Among goods 
marked down to the lowest level 
in more than five years are mus- 
lin sheets, bicycles, slips, towels 
and overalls. Savings of from 
20% to 50% are also offered on 
a long list of home appliances 
and apparel. It is interesting to 
note that, according to the man- 
agement, this is in no sense a 
clearance sale but rather repre- 
sents new fall stock bought at 
special price concessions. Chances 
are naturally rather strong that 
Sears Roebuck, too, will soon ap- 
pear with a similar announce- 
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ment. It is possible that with 
prices at these substantially re 


duced levels, the mail order ani— 
retail business of the two conf 


Sor ¢ 
say . 














cerns may be greatly stimulated > 








and that increased unit sales mayf 








offset somewhat the effect off 


lower prices in considering thei 
margin potentials. 

In summary, the outlook for 
most retailers continues to be on 
the favorable side as regards ful] 
year results. Earnings recessions 
of the leading firms are likely to 
be moderate, and only in very 
few cases any serious threat to 
dividend stability. 

Shares of leading department 
stores, chains and mail order 
houses of late have been quoted 
at reasonable prices that provide 
rather interesting yields, consid- 
ering the relative stability char- 
acteristic of business in the retail 
field. This is especially true of 
some of the large chains, mail or- 
der firms and strongly estab- 
lished department stores. In re 
lation to the general market, 
shares in this division have fol- 
lowed rather closely the broad 
pattern and are likely to respond 
to any favorable developments 
during interim swings. 









Business 
After the Third Quarter 





(Continued from page 570) 


downdrift. The commodity fu- 
tures price index, after a steady 
advance since mid-June, reversed 
its uptrend around mid-August 
and is now declining. 

Quite often the action of these 
markets, and of stock prices, is a 
better indicator of the business 
trend than a good many other 
yardsticks whose usefulness is 
limited by the invariable time lag 
involved. Both stock and com- 
modity markets appear to signal 
a warning to business not to be- 
come too optimistic about the im- 
mediate business outlook. Stock 
prices move swiftly in making 
adjustments to forces affecting 
them while other statistics are 
slow-moving. Stock prices are 
current, reflecting the informed 
opinion of those who are in a 
position to know what’s going on, 
while other yardsticks are limp- 
ing behind developments. 

From this viewpoint, it is not 
without interest to look into the 
action of individual stock groups 
during the latest market upswing 
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for clues what they may have to 
‘ay about the outlook for individ- 
yal industries. Naturally any such 
gnalysis should be neither dog- 
‘matic nor endowed with too much 
‘weight and significance in view 
‘of fluctuating outlook conditions. 
‘Moreover, the degree of price ad- 
justment prior to the latest recov- 
ery must necessarily be taken into 
consideration. 

To facilitate this study, we 
have prepared a chart showing, 
percentagewise, the recoveries 
fom the June lows of our 46 
group indices, as well as those of 
our three major market indica- 
tors. It shows that our 320 Com- 
bined Stock Average, an excel- 
lent yardstick of the general mar- 
ket, has recovered 12.9%, our 100 
High Priced Stock Index 11.38% 
and our 100 Low Priced Stock 
Index 13.9%. 


Sharpest Gainers 


Among individual stock groups, 
sharpest percentage recoveries 
are noted in Air Lines, Coal Min- 
ing, Liquor, Realty, all of which 
gained 20° or more. Addition- 
ally, the advance of the Paper 
group fell just short of that 
figure, and Textiles improved 
over 18%. It is not too difficult 
to ascribe reasons. The action of 
the Textiles group doubtless re- 
flected the current improvement 
in textile orders as a result of be- 
lated inventory replenishment of 
garment makers and cutters, and 
the above average gain the Paper 
group finds its explanation in the 
prospective upturn in sales and 
profits of the industry after 
overcoming severe readjustment 
problems during the first half of 
the year. 

Air Lines and the Liquors for 
some time have been discounting 
amore favorable earnings trend, 
and Realty shares right along 
have been good market  per- 
formers, by and large, following 
the easing of rent controls. Even 
the action of the Coal Mining 
group finds a logical explanation 
despite the industry’s difficult 
labor situation. The three-day 
work week forcibly imposed by 
John L. Lewis has tended to in- 
ject renewed strength into the 
price structure for coal which 
formerly, for reasons of oversup- 
ply, was fast weakening. From 
the coal operators’ standpoint, 
Mr. Lewis’ dictatorial action was 
far less threatening in its impli- 
cations than many were inclined 
1949 
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to assume. 

The Agricultural Implement 
and the Automobile groups re- 
covered 15% but these recoveries 
were from rather depressed 
levels; still it shows not too severe 
market misgivings about the im- 
mediate outlook for these groups. 
While auto output is bound to 
slacken this fall, the degree of 
letdown is still greatly in doubt 
and general prognostications are 
fairly optimistic about the posi- 
tion of the leading automobile 
manufacturers. Similarly, farm 
machinery production is likely to 
fall off seasonally but the indus- 
try’s basic outlook position re- 
mains fairly reassuring. 

Recoveries of around 14% oc- 
curred in Copper & Brass, Furni- 
ture, Mail Order, Meat Packing, 
Non-Ferrous Metals, Sulphur and 
the Tobacco group, and Railroad 
Equipments improved about 15“. 
The latter, in view of the indus- 
try’s unpromising position at 
present with a rapid shrinking of 
backlogs and an almost total ab- 
sence of new orders, can only be 
explained by the fact that Rail 
Equipment shares have previ- 
ously been quite depressed ; more- 
over, industry earnings have in 
the first half exceeded those of 
the 1948 period. 

Non-ferrous Metals and Cop- 
per & Brass equities have bene- 
fitted by the price rise in metals 
and the prospect for an upturn 
in production after the preceding 
sharp curtailment. Sulphur shares 
right along have givei promise 
of considerable earnings stability, 
and the same can be said of To- 
baccos. Reason for the good re- 
covery rate of Mail Order shares 
is less obvious in view of declin- 
ing first half sales and earnings, 
and renewed cuts in selling 
prices, but much of this has been 
previously discounted. 

The Construction group with a 
16.4% recovery reflects the cur- 
rently favorable trend of building 
activity and the outlook for satis- 
factory» business stimulated by 
the provisions of the Housing 
Bill. A similar advance for the 
Petroleum group probably takes 
into consideration the improved 
outlook for oil company earnings 
during the second half which 
points to at least stabilization of 
earnings. Public Utilities which 
likewise advanced 16%, for some 
time have shown outstanding 
market strength based on earn- 
ings prospects. 


Among groups which have 


made no more than average mar- | 








Union CarBIpE 


AND CARBON CORPORATION 


UCC) 


A cash dividend @ Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Oct. 1, 
1949 to stockholders of record at 
the close of business Sept. 2, 1949. 


MORSE G. DIAL, 


Vice-President and Treasurer 


























Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
August 18, 1949, a dividend of 

one dollar twelve and one-half 

cents ($1.12144) per share was 

declared on the $4.50 Cumulative 

Preferred Stock of the Corpora- 

tion, payable September 15, 1949, 

to Preferred Stockholders of rec- 

ord at the close of business on September 1, 1949. 
S. A. McCASKEY, JR. 


Secretary 














Allied Chemical & Dye Corporation 
61 Broadway, New York 

\ugust 30, 1949 

Allied Chemical & Dye Corporation 

has declared quarterly dividend No. 114 

of One Dollar and Fifty Cents ($1.50) 

per share on the Common Stock of the 
Company, payable Septem 2 

to common stockh« 

close of business Sept« 


WwW. Cc. 
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KING, Secretary 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., August 25, 1949 
DIVIDEND No. 165 

The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
Fifty Cents ($.50) per share on its Capital 
Stock of the value of $50 per share, payable 
September 1949, to stockholders of such 
shares of record at the close of business at 3 
o’clock P.M., on September 6, 1949. 

C. EARLE MORAN, Secretary & Treasurer 
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MARTIN-PARRY 


CORPORATION 
DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25c) on the Capital Stock 
of the Corporation, payable October 4, 1949, to 
stockholders of record at the close ot business 
September 20, 1949. 

I. Russ HIL, President 


Profitable | 
-— Opportunity 
for 


LIFETIME BUSINESS 


Our new machine, sold on protected 
territory basis, is creating a NEW in- 
dustry! Over 40 units now operating. 
Price $6350.00 part of which carried 24 
months. Interesting booklet on request. 











A. R. Equipment Co., Inc. 
5854 Market St. @ Phila. 39, Pa. 
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ket gains, the reason usually is 
that their recovery preceded from 
less depressed levels than in 
many other instances. Examples 
of this category are found in the 
action of Chemicals, Containers, 
Dairy ey Department 
Stores, Finante Companies, Food 
concerns, and Gold Mining. Some 
of these had moderate run-ups 
prior to the mid-June sell-off. 
Most of these should continue to 
do fairly well. 


The steel group whose nearby 
operation and earnings outlook is 
distinctly clouded, nevertheless 
managed a 12.2% recovery but 
steels formerly were considerably 
depressed by the very uncertain- 
ties surrounding their nearby 
prospects. Similar arguments 
could be cited to explain the re- 
covery gains made by the Rails, 
the Radio-Television group, and 
by the Machinery group index, 
the latter heavily weighted with 
machine tool company stocks. 


There are some groups whose 
recovery percentages were sub- 
stantially below average, includ- 
ing Aircraft, Amusements, Bak- 
ing, Communications, Drugs & 
Toilet Articles, Soft Drinks, and 
Tires & Rubber. In come of these 
cases, notably in Aircraft, Amuse- 
ments, Communications, and Tire 
& Rubber, lagging recovery can 
properly be ascribed to the be- 
clouded earnings outlook for the 
industries concerned. But not so 
in the case of Drugs which re- 
covered only 9.7% compared with 
a general market gain of 12.9%. 
The Drug group has been doing 
quite well right along reflecting 
post-adjustment earnings stabili- 
zation at fairly high levels and 
the excellent future profit outlook. 
The market, in other words, even 
prior to the recent upswing, had 
already gone fairly far in dis- 
counting these favorable factors. 





Another Look at Break-up 
Potentials of Utility Holding 
Companies 





(Continued from page 582) 


it would receive only 35¢ a share 
in cash, but recent buyers ap- 
parently assume that the Commis- 
sion will recognize the recent 
sharp increase in earnings and 
allocate a small proportion of as- 
sets—possibly 5 or 10%—to the 
common stock. Mr. Maltbie, for- 
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merly Chairman of the New York 
Public Service Commission, con- 
sidered the common stock worth- 
less at the time he reviewed the 
plan. At 13% the stock has gone a 
long way toward discounting pos- 
sible improvement in the plan, 
and the purchases at present 
levels seem highly speculative. 


Niagara Hudson Power’s plan 
was recently approved by the 
SEC and early confirmation by a 
Federal Court seems probable. 
According to a study and fore- 
cast prepared some time ago by 
Ebasco Services, earnings on the 
stock of the proposed merged op- 
erating company would approxi- 
mate $1.82 this year and $2.01 in 
1950, $2.33 in 1951 and $2.63 in 
1952; the latter figure would 
probably be reduced due to sale 
of additional shares. It was as- 
sumed that dividends could be 
initiated on the new stock at the 
rate of $1.40. While the earnings 
forecasts are considered some- 
what optimistic, the $1.40 divi- 
dend rate appears to be a reason- 
able probability and determina- 
tion of the price of the new stock 
depends on selection of a prob- 
able yield basis. Because of the 
company’s large size and the fact 
that it has “gone through the 
wringer” with the strict New 
York Public Service Commission, 
the new stock might perhaps be 
expected to sell on a 614% basis 
or at about 2114. Each share of 
the old stock receives 78/100 
share of new but must pay an 
assessment (to retire the bank 
loan) which might approximate 
$1 by the year-end (assuming 
that the plan is then consum- 
mated). On this basis the break- 
up value of the present common 
stock works out at about 1534. 
compared with a present market 
price around 1214. 

United Corporation holds a 
substantial amount of Niagara 
Hudson and will distribute one- 
tenth share to its stockholders 
(probably around the year-end, 
assuming SEC approval). After 
this distribution the company 
may have to sell some other por- 
tions of its utility holdings in 
order to conform to the Holding 
Company Act. After the company 
becomes an investment trust, it is 
President Hickey’s intention to 
take advantage of special situa- 
tions, possibly in the same way 
that Atlas Corporation has done 
over a period of years. Gradual 
disposal of remaining utility 
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stocks may prove advantageoy 
over future years since it will x 


lease substantial tax losses, poh 
sibly in the neighborhood of $10 


million or more, which may pe. 
mit payment of tax-free divi. 
dends. 


United Light & Railways ha 
already made considerable prog. 
ress toward dissolution. It is on 
of the “super” holding companie 
since most of its holding con. 
sisted of stock in two other hold. 
ing companies, American Light 
& Traction and Continental Ga 
& Electric. The former company 
has now been disposed of, ani 
Continental Gas & Electric wil 
be dissolved or merged with the 
parent. United Light’s preferre( 
stocks were called for redemption 
July 1. It now has a bank loan, 
which it proposes to pay of 
largely through sale of Kansas 
City P. & L. to its own stock- 
holders at a low price—probably 
12—which would afford valuable 
rights. Three other subsidiary 
stocks will be distributed to stock- 
holders by next June, after which 
the company will dissolve. SEC 
approval of the program seems 
likely. 

Estimated liquidating value for 
this stock is around 35 compared 
to the recent price of 2914. 


West Penn Electric is now mak- 
ing rapid progress with its dis- 
solution plans — after nearly 
twelve years’ delay since its first 
plan was submitted to the SEC 
(and approved in principle) in 
1937. The Commission recently 
approved a preliminary stream- 
lining plan for re-shuffling some 
of the inter-company holdings. A 
final plan was then submitted 
under which the large preferred 
stock issues would be redeemed 
through proceeds of sales of de- 
bentures and common _ stock. 
Earnings have risen very rapidly 
in recent years but will be diluted 
to around $3.43 if the plan goes 
through. There will also be sink- 
ing funds on the new debentures. 
The dividend rate has been raised 
to $1.80 recently and could prob- 
ably be raised to $2 or more if 
the final plan is approved. Should 
the SEC tighten up the provisions 
of the plan, somewhat greater 
dilution of earnings might occur. 
It is believed that the company is 
making good progress with the 
plan, however, and SEC approval 
appears possible. The stock is 
currently around 2314. 
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Capital Spending 








(Continued from page 575) 


important durable goods indus- 
tries in the final months of 1949. 
While shipments of light machin- 
ery will probably shrink, this is 
less likely for heavy goods now 
on order and that require a long 
time to manufacture. Suppliers of 
steel and construction materials 
more assuredly will experience a 
decline in sales for new industrial 
construction in the last half year. 
It is such factors as these which 
portray the part played by capi- 
tal outlays as a sustaining or de- 
pressing force in the general 
economy. 


Encouraging as the outlook now 
seems, more significance will at- 
tach to the situation that will de- 
velop right after the turn of the 
year. If all goes well and consumer 
income continues at the present 
high level, manufacturers may be- 
come less cautious and revise their 
attitude in forward planning. 
Otherwise, a prolonged downtrend 
in capital spending would have to 
be construed as a danger signal 
on the road ahead. The vast im- 
provement programs undertaken 
by so many firms in postwar are 
unlikely to have been based on mis- 
calculation of market potentials. 
To bear full fruit, though, further 
widespread modernization of fa- 
cilities will be essential and it is 
rational to assume that the capital 
spending boom, though tapering 
off, will not come to an abrupt 
nalt because of the current adjust- 
ment. Rather, in many cases, ad- 
justment to buyers’ markets and 
return to competitive conditions 
will tend to bolster business spend- 
ing in the months ahead. 





Britain’s Increasing Pressure 
on the United States 





(Continued from page 580) 


($1,626 million) ? The exhaustion 
of these resources would make 
bankrupty unavoidable. 


Below are enumerated and ap- 
praised — as to their value in 
bridging the dollar deficit — the 
suggestions likely to be put forth 
by the British negotiators during 
the Washington conversations. 
The first one is probably the most 
talked about, but the least under- 
stood, and the least likely to be 
acted upon. 
SEPTEMBER 


10, 1949 


(1) The Worldwide Raising of 
the Price of Gold: The British 
may urge it in order to please the 
sterling area god producing coun- 
tries, South Africa in particular. 
However, with the exception of 
South Africa, which does not con- 
tribute any gold or dollar earn- 
ings to the sterling area pool any- 
how, the up-valuation of gold, 
from the present $35 per ounce 
to let us say $55 per ounce (the 
most talked of figure) would not 
help the sterling area proper very 
much. As will be seen from the 
second table, the value of the new 
gold output which would affect 
the sterling area’s pool, would be 
only up by about $50 million. In 
due time, of course, the higher 
price of gold would encourage 
mining activities, and the net 
gain in dollars would greater. 

The raising of the price of 
gold from $35 to $55 per ounce 
would give the United States a 
huge bookkeeping profit (some- 
thing like $14 billion) which, it 
is argued, could be re-lent abroad 
under “a bigger and better Mar- 
shall Plan.” However, the Secre- 
tary of the Treasury, Mr. Snyder, 
only a few days ago voiced most 
explicitly his opposition to any 
cheapening of the dollar in terms 
of gold. Furthermore, the Presi- 
dent’s power to change the gold 
content of the dollar was allowed 
to lapse in 1943. Hence the exist- 
ing gold reserves of the Treasury 
cannot be revalued without Con- 
gressional approval—even though 
the Treasury still can buy gold at 
home and abroad at a higher or 
lower price as it “sees fit in the 
public interest.” 

(2) Price Support for the Ster- 
ling Area’s Raw Materials; In- 
creased Stockpiling: This sugges- 
tion is based on the fact that the 
sharp drop in the commodities, 
such as rubber, jute, wool, cocoa, 
tin, and tea, shipped by the ster- 
ling area countries,and the simul- 
taneous drop in American and 
Canadian purchases thereof, has 
contributed more to the widening 
of the dollar gap than the decline 
in the exports of British manu- 
factures. The British also argue 
that production costs of the above 
commodities cannot be reduced 
very quickly, and that the only 
way to maintain the sterling 
area’s dollar earnings is to stabi- 
lize their sales and prices. 

There is not much chance at 
this point, when Congress is in- 
tent on reducing expenditures, 
that the United States will enter 
into any price supporting schemes. 







Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81!/, per share 


$4 Dividend Series of 1948 
$1 per share 
rly 

















period ending 


(for qua 
S 30, 1949) 





COMMON STOCK 

$.37!/, per share 
The dividends are payable Septem- 
ber 30, 1949 to stockholders of rec- 
ord at close of business September 
15, 1949. PHILIP KaPINas 


XN ptember 1, 1949 


Royal TYPEWRITER 
ComMPANY, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending October 31, 1949, has been 
declared payable October 15, 1949 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on October 5, 1949. 

A dividend of 50¢ per share has 
been declared payable October 15, 
1949, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on October 
5, 1949. 

August 31, H. A. WAY 


a RGYAL Secretary 
LOEW'S INCORPORATED 


MGM PICTURES + THEATRES - MGM RECORDS 


Y September 1, 1949 
we 


The Board of Directors has declaved 
‘ 
AY 























a quarterly dividend of 37sc per 
share on the outstanding Commor. 
Stock of the Company, payable on 
September 30, 1949, to stockholders of record 
at the close of business on September 13, 
1949. Checks will be mailed. 

CHARLES C MOSKOWITZ 


ice Pres. & Treasurer 





The support of domestic farm 
prices is costly enough. However, 
since the funds are already ap- 
propriated, some acceleration of 
the stockpiling of rubber, tin, 
chrome, manganese, and a few 
other commodities may yield a 
modest additional amount of dol- 
lars to the sterling area countries. 

(3) Increased Flow of Invest- 
ments to the Commonwealth 
Countries: The start was recently 


609 








made with a loan to India. The 
sterling area could very well 
profit to the extent of $100 to 
$200 million from loans of the 
International Bank and the Ex- 
port-Import Bank (to be made 
under the Point Four Program) 
as well as through private invest- 
ments in manufacturing and min- 
ing, if attractive concessions and 
guarantees are put forth. 

(4) A Larger Marshall Plan 
Allocation: The original alloca- 
tion to Britain for the second 
Marshall Plan year, ending June 
1950, was $840 million, though 
the British themselves estimate 
the dollar gap during the July 
1949-June 1950 period at about 
$1,500 million. Recently the 
Council offered $960 million out 
of the likely total of $3,600 mil- 
lion, though the British will un- 
doubtedly hold out for a still 
larger share. 

(5) Relaxation of International 
Monetary Fund Rules: As a bene- 
ficiary of the Marshall Plan aid, 
Great Britain is barred from bor- 
rowing from the Fund. If this 
rule is relaxed, Great Britain 
could borrow during the coming 
12 months up to $350 million. 

(6) Lower U.S. Tariff; Simpli- 
fied Customs Regulations: It is 
generally expected that the Brit- 
ish delegation will also ask for 
the lowering of U.S. tariff duties 
on certain special goods. Likewise 
they may press for the simplifica- 
tion of customs regulations which 
are said to discourage many po- 
tential British exporters. 

Since no immediate relief can 
be expected from the above pro- 
posals, Great Britain and the 
other sterling area countries are 
likely to press for further reduc- 
tion in the imports of dollar com- 
modities, over and above the 25 
per cent cut announced last 
month. An overall saving of $500 
to $600 million a year is antici- 
pated. 


The American Position 


The American position during 
the Washington talks will be diffi- 
cult, especially if the principle 
laid down by the President in his 
recent Philadelphia speech that 
“democratic nations should not 
interfere in one another’s internal 
affairs” is observed. For reasons 
arising from the necessity for a 
strong united front of the West- 
ern democracies, giving additional 
assistance to Great Britain can 
hardly be escaped. However, as 
the Canadian Finance Minister, 
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Mr. Abbott, pointed out, addi- 
tional loans or grants “are not 
the real answer to the problem.” 
Their effect is merely to postpone 
the adjustments that the British 
people must make some day. The 
American negotiators will per- 
form a great service to their own 
people and to the British as well, 
if they impress upon the British 
delegation the fact that the Am- 
erican people are getting impa- 
tient, and losing confidence in the 
present policy of providing large- 
scale financial assistance—unless 
they can expect some real results. 
Fortunately there seems to be 
agreement among a large segment 
of the British that some of the 
American suggestions are well 
taken and really in order. These 
can be summarized as follows: 

(1) Reduction of Production 
Costs. The lowering of produc- 
tion costs is by far the most im- 
portant factor towards an in- 
crease of dollar earnings. Unfor- 
tunately it is a tedious, difficult 
process, and for this. reason has 
its limits in assisting Britain im- 
mediately in its present balance 
of payments predicament. Con- 
tributing to the difficulties in get- 
ting down costs is the opposition 
of the British workers to modern 
labor-saving machinery, the hesi- 
tancy of many British manufac- 
turers to adopt mass production 
techniques, and above all, the sur- 
feit of red tape and controls fac- 
ing enterprising management in 
a socialist economy. 

(2) Deliberate Effort to Pro- 
duce Goods for the American 
Market. The British should real- 
ize that they have not exhausted 
all the possibilities in working 
for and selling in the American 
market. Despite a rather disap- 
pointing recent experience with 
the sale of automobiles, linens, 
and rayons, there are unlimited 
opportunities in other textile lines 
as well as in the exporting of 
high quality machinery and ap- 
paratus of all sorts. 

(3) Expansion of British Ex- 
ports to the Dollar Area Coun- 
tries Other Than the United 
States. There is real opportunity 
for the British to increase their 
dollar earnings in such countries 
as Cuba and Venezuela, still in 
the midst of a boom. Also, the 
Canadian market could probably 
absorb more British goods, now 
that the Canadians are once more 
growing short of U. S. dollars. 
Lack of adaptability on the part 
of the British exporter and high 
prices of some of their products, 


THE 





have been the principle obstacles 
thus far. 

(4) Less Ambitious Investment 
Policies and Slowing Down of the 


Repayment of Blocked Sterling f 


Standards. During the past two 
years (1947 and 1948), the Brit. 
ish used the equivalent of nearly 
$3 billion in building up their 
overseas investments and in re- 
paying their wartime debts to 
countries like India, Pakistan, 
Ceylon, Egypt and Iraq. By doing 
so, they have unquestionably 
strengthened their position, and 
the investments should eventu- 
ally reduce Britain’s expenditure 
for raw materials and foodstuffs 
for which dollars have to be spent 
now. But these $3 billion repre- 
sent goods and services that could 
have been either sold abroad for 
dollars or other currencies, or 
that could have been consumed at 
home — thereby lessening infla- 
tionary pressures and keeping 
down production costs. 


Some Pertinent Conclusions 


Certainly it ought to be im- 
pressed on the British that they 
are attempting too much in their 
present straightened circum- 
stances, and above all, that we 
cannot go on subsidizing British 
recovery, British ambitions and 
British socialism without more 
concerted and realistic cooperation 
on their own part. Until Britain 
is back on her economic feet, has 
regained her economic indepen- 
dence, it is certainly no time for 
undertaking grandiose welfare 
state schemes which have played 
their part in bringing the coun- 
try on the verge of bankruptcy. 
Unless we draw a line in our will- 
ingness of support, we might get 
bankrupt ourselves. 





Reappraisal of the Oils 
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cent lower than in the first six 
months of 1948. The large Socony- 
Vacuum organization, concentrat- 
ing in the North Atlantic market 
where fuel oil is an important com- 
modity in the winter, reported an 
estimated net profit for the first 
half of $1.45 a share, compared 
with $2.28 in the corresponding 
period last year. This is a drop of 
about 36 per cent. Atlantic Refin- 
ing, operating in a similar terri- 
tory, showed a drop of 25 per cent 
with earnings of $4.34 a share, 
compared with $5.76 in the first 
six months of last year. Most of 
the drop occurred in the second 
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Weighing the assets 
behind each share 


Do low-priced stocks have any place in the in- 
vestor’s portfolio? 


For the man with an ample retirement income—who 
can live comfortably on the interest from government 
bonds—the answer is “no.” But, for the average in- 
vestor who is still building toward financial inde- 
endence—who needs capital growth to offset high 
iving costs and taxes—the answer is decidedly “YES.” 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. It is not offered to the in-and-out trader. But, 
because low-priced shares have huge profit advan- 
tages, especially during certain times, we have under- 
taken exhaustive studies which are enabling us to use 
equities in the lower price ranges with great success 
in expanding the productive power of your capital. 


Now ...A Complete, Supervised Program in 
Low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE Forecast devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1949-50 outlook. 


Our 1948 low-priced stock cam- 
paign started with our recommen- 
dations to buy early in April. Near 
the 1948 tops in June-July we took 
profits which averaged 13% per 
issue. 


Profits even in 
dull, declining 
1948 


An Investment Approach to 


LOW-PRICED STOCKS 











Measuring earnings 
and dividends 











Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1949-50 program which we believe will add sub- 
stantially to our profit record for, as opportunities de- 
velop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re- 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time, 
so your least attractive issues can be weeded out and 
the funds directed into our supervised program of 
growth stocks. 


Special Plan for a Rounded Program 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
stocks and good bonds for security of principal, 6% 
to 8% income, plus enhancement. Part of your funds 
can be used in this program. 


During 1948 we took approximately 8% profit consid- 
ering all recommendations in our conservative pro- 
gram. Near the June-July highs we sold all issues and 
have held 100% cash right through to protect our 
most conservative clients’ capital and to await bargain 
levels for impressively strong investment issues— 
many of which are nearing a buying point again. 


Our recommendations in conservative issues will be 
starting soon, so your subscription today will permit 
you to participate fully in this program, too. By mail- 
ing the coupon below, you can enroll now, sell all your 
weaker issues and share fully in our new selected 
advices. 








FREE SERVICE TO OCTOBER 15, 1949 





Mail Coupon 


Today! 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose () $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from October 15, 1949) 


SPECIAL MAIL SEBVICE ON BULLETINS 


$1.00 six months; [J $2.00 
Canada. 
$4.00 six months; 


() Telegraph me collect in anticipation of 


to buy and when to sell . . . when to ex- 
pand or contract my position. 








. T Air Mail: Pe. 
MONTHS’ oe rer & Y. S. om 
service 900 Of aWaete. © 
12 MONTHS" 100 Name 
SERVICE S pie 
Complete service will start at 
once but date from October 15. City 


State 





---------------4 


Subscriptions to The Forecast 
are deductible for tax purposes. —_ 


SEPTEMBER 10, 1949 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
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quarter and was accentuated by 
absence this year of a non-recur- 
ring profit, which swelled returns 
a year ago. 


Companies depending primarily 
on production from Texas fields 
fared worse than those whose op- 
erations centered in areas where 
pro-ration restrictions were not so 
tightly imposed. In Texas for ex- 
ample, allowable output was re- 
duced for seven successive months 
and before an increase recently 
was authorized, production had 
been cut back more than a million 
barrels daily. As a consequence, 
Amerada Petroleum experienced a 
drop of about 34 per cent in net 
profit in the first half at $5.17 a 
share, compared with $7.87 a year 
ago, whereas Barnsdall Oil, an- 
other unit engaged exclusively in 
crude production, showed a set- 
back of only about 8 per cent, be- 
cause the bulk of output is ob- 
tained in California and in other 
areas outside of Texas. Louisiana 
Land & Exploration Co., another 
small producer, was able to show 
a moderate increase in earnings in 
the first half this year for the 
same reason. California Standard’s 
profits this year also compared 
favorably with the showing of a 
year ago. 


The one mildly disturbing as- 
pect of the outlook is the relative- 
ly high inventory of gasoline. 
Stocks have not been reduced this 
summer as much as had been 
hoped even though consumption 
has approximated anticipated vol- 
ume. The fact that supplies have 
continued large may be traced to 
adoption of more efficient pro- 
cesses in refinery operations to 
ralse percentage of gasoline yield 
from crude petroleum. Particu- 
larly in eastern and Gulf plants, 
emphasis has been placed on re- 
ducing output of distillate and re- 
siduals with the result that in 
June, average gasoline yields were 
raised to as high as 45 per cent, 
compared with 21 per cent a year 
earlier. This trend toward higher 
efficiency standards suggests the 
possibility of excessive production 
of gasoline in the next few months 
possibly a shortage of heating 
oils. 

Although it is too soon to “view 
with alarm” threats of price-cut- 
ting in gasoline, it is well to take 
into consideration such a possibil- 
ity so far as potential stock mar- 
ket effects are concerned, for stif- 
fening in distillate quotaticns and 
corresponding deterioration in the 
price structure for gasoline would 


612 


tend to create divergent earnings 
effects. Companies serving the 
northern and eastern areas of the 
country, where distribution of 
heating oils is important, would be 
in line to offset narrower margins 
on motor fuel with compensating 
advances on other products. The 
adverse trends prevailing early in 
the year reasonably might be re- 
versed. 


With the threat of price-cutting 
in crude fading—at least for the 
remainder of this year—analysts 
are raising their sights on earn- 
ings forecasts of major integrated 
oil companies. On basis of a cheer- 
ful outlook for the fourth quarter, 
second half results should average 
slightly better than those for the 
first six months. Reference to the 
accompanying tabulation suggests 
that doubling net profit for the six 
months in most cases would mean 
very satisfactory earnings. In gen- 
eral, indicated results would sur- 
pass slightly 1947 figures even 
though falling short of high totals 
for 1948. For most companies pro- 
spective earings would prove suf- 
ficient to cover dividend require- 
ments by a comfortable margin. 


In view of the fact that capital 
improvement programs are being 
curtailed, most oil companies pre- 
sumably will be better able this 
year to increase dividends than a 
year ago even though net profit 
may be smaller. Calculations indi- 
cate that the industry paid out in 
cash dividends last year scarcely 
more than 25 per cent of earnings. 
The proportion is virtually certain 
to be higher this year, for divi- 
dends have not been lowered to 
any important extent in recogni- 
tion of reduced profits. At the rate 
prevailing in the first half, prob- 
ably no more than a third of earn- 
ings would be disbursed in 1949 
dividends. Hence there would ap- 
pear to be room for liberalization 
of distributions to stockholders if 
such action is deemed advisable. 


Standard Oil of New Jersey 
management has indicated its in- 
tention of discontinuing stock dis- 
tributions, and a cash payment in 
December larger than the $1.50 
disbursed in June in addition to 
stock, is regarded as a reasonable 
hope. Other large integrated com- 
panies which resorted to stock 
distributions last year to conserve 
cash for financing improvements 
also are expected to give consid- 
eration to higher regular quarter- 
lv rates or to year-end cash extras. 
Some of the smaller companies 
may distribute stock dividends 
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again this year. In general, the 
outlook points toward a revival of 
confidence in oils over coming 
months even though a repetition 
of last winter’s mild weather could 
mean trouble later. Recent better 
verformance of oil shares appears 
in line with such expectations, 





As I See It! 
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ably, because of our strength and 
leading position, it would. depend 
largely on our own decisions. 


At this juncture, there is no in- 
dication that the Kremlin is will- 
ing to gamble on armed war. But 
nerve war, its favored weapon, is 
being stepped up and more action 
along such lines can be expected. 
The Soviet hope apparently is that 
Yugoslavia ultimately will yield 
to pressure ; that the nation, under 
threat of war, can be persuaded to 
ditch Tito. But Tito has shown that 
he can give as well as take. The 
outcome of the feud may yet show 
whether Moscow’s satellite empire 
is built on stone or on sand. 





4 Forces Determining Next 
Market Move 





(Continued from page 567) 


performance the odds are that it 
will not deviate much from its 
present narrow trading range un- 
til more light is thrown on the vital 
matters discussed. Without defi- 
nitely predicting it, we feel that 
the showdowns now in the offing 
may provide more bearish than 
bullish ammunition, thus enhance 
the downside risk or at least mini- 
mize upside potentials. It is the 
nature of the tests that lie ahead, 
and the factors shaping their out- 
come, that in our opinion counsel 
continued caution. Existence of a 
large short interest may militate 
against a sharp market decline ex- 
cept under severe provocation. But 
this does not preclude a further 
decline if developments appear to 
warrant it. 


Everything considered, we think 
that prospects favor further cor- 
rective market action once the cur- 
rent stalemate is broken. We 
therefore do not advise new com- 
mitments at this time. Maintain 
the conservative cash reserves 
heretofore recommended. 


—Friday, September 2. 
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There has rarely been a time when reappraisal of your securities was 
more necessary than today. 


For some time ahead the market will be highly selective. Whether it 
is a bull market or a bear market for you will depend not so much upon 
the general trend as upon what individual stocks you hold. 


In the first seven months of 1949 you have seen scores of dividend casual- 
ties while other companies have increased dividends. Second quarter 
reports reveal widely divergent earnings trends among corporations. 


Your investment progress demands that you avoid the shares of com- 
panies in a vulnerable position. Your funds must be in corporations 
which have adjusted themselves to 1949-1950 prospects . . . which are 
fortified by sound management—a strong financial and competitive posi- 
tion — and with earning power ahead to maintain liberal dividend 
disbursements. 


In this setting, we invite you to submit a list of your holdings to us for 
our confidential preliminary analysis. We will offer valuable comments 
on your diversification, income... and specify which of your investments 
are least attractive and why to sell them. 


Merely send us a table of your issues, the size of each commitment, your 
buying prices, cash on hand and objectives. You will be told how our 
counsel could help you and an exact annual fee will be quoted. 


Investment Management Service 
Backed by 41 Years of Successful Service to Investors 


NINETY BroapD STREET New York 4, New York 





Why 5,285,425 is a lucky number 
for anyone who wants a new car! 


PANE automobile industry has been 
I doing a magnificent job. The num- 
ber of passenger cars and trucks — 
5,285,425—produced in spite of difficul- 
ties in 1948 is convincing evidence of 
just how good that job has been. 

5,285,425 is a lucky number, too, if 
you want a new car. For with production 
at an even higher level than last year, 
everyone who plans to purchase a new 
automobile can look forward to an early 
delivery of the car of his choice. 

The steel industry deserves credit for 
an “assist” on this good job. Despite the 
vast quantities of steel which have had 
Steet 


UNITED STATES 


agg dying to PB illo Biter 7 


CORPORATION 


to go into the nation’s other vital needs 
during the past few years, the auto 
makers have been getting the steel to 
boost their production figures amazingly 
high. 

In addition, United States Steel has 
been supplying steel for housing devel- 
opments all over the country, for new 
superhighways, for railroad equipment, 
for bridges, for power projects and civic 
improvements of many kinds. 

Whatever the job the nation has— 
United States Steel is ready to help. 986 
million dollars worth of additions and 
improvements to U. S. Steel plants — all 


SUBSIDIARIES 


_ UNITED STATES STEEL 


started since the end of the war—a 
nearly completed. The steel has bee 
rolling out at a record-breaking rate. 

Behind the scenes of this activit 
United States Steel research scientist 
have been quietly and steadily creatin 
the improvements that keep steel ahea 
of any other material. Nothing else ca 
do what steel can do. United States Steq 
can supply what it takes to help build 
better America. 


This label is your guide to quality Stee 
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